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Millea Holdings, Inc. Annual Report 2002

Establishment of Millea Holdings, Inc.

On April 2, 2002, The Tokio Marine and
Fire Insurance Company, Limited
(“Tokio Marine™) and The Nichido Fire
and Marine Insurance Company, Lim-
ited (“Nichido Fire”) became wholly
owned subsidiaries of Millea Holdings,
Inc. (“Millea Holdings™), a holding com-
pany created jointly by the two insur-
ance companies in order to develop their
insurance business within a group
framework.

Millea Holdings seeks to take full ad-
vantage of the strengths of each subsid-

iary, and employs a dynamic, open man-
agement structure. By strategically real-
locating resources to profitable, high
growth areas, Millea Holdings aims to
create maximum value with a steadily
growing, profitable business portfolio.

. As Millea Holdings was established
after the financial period covered by this
document, following this section sepa-
rate business reports are presented for
subsidiaries Tokio Marine and Nichido
Fire for the fiscal year ended March 31,
2002.

FREH SLP R-VFAOTR

Tomio Higuchi, Chairman

Kunio Ishihara, President

security”

Millea Group Strategy

W Enhance customer trust by providing the best possible products and services

& Improve business efficiency, thereby further strengthening our presence in the
Japanese life and non-life insurance markets

B Pursue profitable growth opportunities in international insurance markets

Aggressively develop new business areas involving customers’ “safety and
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Business Report of Tokio Marine

Operating Environment ’

In the fiscal year ended March 31, 2002, the Japanese economy continued
to show few signs of recovery, reflecting lower capital investment amid a
slowdown in the global economy and dwindling personal consumption
owing to rising unemployment. It was a challenging period for the
domestic non-life insurance industry, highlighted by deregulation of the
agency system and the lifting of restrictions on entry into third-sector
insurance by both life and non-life firms. Additionally, sluggish equity
prices and the terrorist strikes in the United States dramatically affected
the income of many companies.

Against this backdrop, The Tokio Marine and Fire Insurance
Company, Limited (Tokio Marine), forged ahead in the last year of its
three-year company plan, Big Challenge 2001-—Initiatives for the 21st
Century. The main focuses of these efforts are outlined below.

Business Integration

In December 2001, Tokio Marine and The Nichido Fire and Marine
Insurance Company, Limited (Nichido Fire), held extraordinary
shareholder meetings to approve the integration of the management and
business of the two companies through the creation of a new holding
company, Millea Holdings, Inc. (Millea Holdings). Millea Holdings was
formed on April 2, 2002, after receiving authorization from government
authorities. Millea Holdings will strategically f(;cus Group resources on
high-growth business areas offering superior profitability while
enhancing Group enterprise value by swiftly achieving synergies from
the ihtegration of Tokio Marine and Nichido Fire.

From November 2001 through January this year, Tokio Marine
consulted with Asahi Mutual Life Insurance Co. (Asahi Life) about the
possibility of an early integration of the life operations of Asahi Life, but
an agreement was not reached. Asahi Life still intends to proceed with
integrating its business into Millea. Holdings Group by April 2004, as
originally scheduled. .

Products and Services L

During the fiscal year ended March 31, 2002, Tokio Marine launched new
cancer, medical, and elderly nursing,insu:ancé products that Millea
Group members jointly developed in response to third-sector
liberalization. One-year cancer and medical insurance products were
particularly well received for their flexible protection.

Also during the last fiscal year, Tokio Marine jointly developed Super
Insurance with Nichido Fire. This package moves beyond traditional life/
non-life insurance boundaries to deliver a full-fledged integrated life,
property and casualty insurance product. Tokio Marine intends to offer
lifetime security to its customers through the widespread marketing of

this product, which is a new business approach for Tokio Marine, and
intends to make Super Insurance the major focus of products made
available to individuals.

In addition, Tokio Marine aggressively broadened its coverage lineup
during the last fiscal year. Tokio Marine continued to expand its Tokio
Automobile Policy (TAP) product offerings. Tokio Marine discounted
premiums for policyholders who use the immobilizer anti-theft device,
and also developed TAP-F as a product for large fleet owners. Tokio
Marine launched Home Guard fire insurance for homeowners. In
personal accident insurance, Tokio Marine introduced Dr. Pension, which -
offers guaranteed interest rates for participants cortesponding with the
requirements of the Law on Defined Contribution Pension. For companies
operating overseas, Tokio Marine completed an expanded range of
packages that allow them to address emerging risks, including Changing
Political Conditions Insurance and Overseas Natural Disaster [nsurance.
Tokio Marine also developed Pension Beneficiary Liability Insurance,
which safeguards business owners offering defined contribution pension
schemes.

On the services front, Tokio Marine developed the Automobile Theft
Risk Assessment Program with The Tokio Marine Risk Consulting Co.,
Ltd. This program employs vehicle theft statistics to help customers
analyze risks and formulate countermeasures. Also during the last fiscal
year, Tokio Marine started offering a Total Support Service for Overseas
Risk Management, which provides advice on accident prevention to the
many companies with employees stationed or traveling overseas. This
product also includes troubleshooting support and medical services.

Services Structure

In the fiscal year ended March 31, 2002, Tokio Marine expanded its
customer service facilities and established the Tokio Marine Customer
Center. This facility is among the largest of its kind in the world, and is
designed to improve customer services while enhancing its operational
efficiency. The center harnesses advanced information technology to
handle various new capabilities, working closely with sales
representatives and agents to provide customers with rapid response and
comprehensive services.

Also during the last fiscal year, Tokio Marine continued to actively
develop Agents Online, which is a foundation for implementing
modernized office processes for new policy issuance. At the close of the
fiscal year, approximately 100,000 terminals were online with this
system, through which agents can directly input policy information. The
system handles paperwork for more than 8.4 million policies annually,
and is contributing meaningfully to the efficiency of Tokio Marine and
its agents.
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New Businesses .

In order to take advantage of the October 2001 introduction of the Law
on Defined Contribution Pension, Tokio Marine developed a range of
new product offerings, including Comprehensive Agreement designed
for small and medium-sized firms with defined contribution schemes.
Comprehensive Agreement allows groups of companies to coordinate a
single contract that will simplify and reduce the costs of clerical
procedures. Tokio Marine is also promoting sales of products for the seif-
employed.

Overseas, Tokio Marine further developed its insurance operations
throughout Asia. For example, Tokio Marine invested in and began
assisting in the management of a Thai life insurer, and acquired a mid-tier
non-life insurance firm in Malaysia.

‘During the last fiscal year, Tokio Marine decided to liquidate Charles
Schwab Tokio Marine Securities Co., Ltd., as part of its policy to select
and concentrate its businesses. This decision was also influenced by the
increasingly adverse operating environment for online securities firms.

Results

Tokio Marine’s operating income for the fiscal year ended March 31,
2002 increased by ¥2.0 billion from the previous fiscal year to ¥1,588.6
billion, due primarily to property and casualty insurance premiums
earned of ¥1,343.0 billion, life premiums of ¥205.7 billion, net
investment income of ¥48.3 billion, realized losses on investments of
¥1.0 billion and losses on derivatives of ¥7.3 billion:

Operating costs and expenses amounted to ¥1,479.9 billion, primarily
including losses, claims and loss adjustment expenses of ¥798.2 billion,
policy acquisition costs of ¥437.0 billion, other operating expenses of
¥72.1 billion and policy benefits and losses for life of ¥172.6 billion.

As a result, income before income tax expense and cumulative effect of

accounting changes amounted to ¥108.7 billion, a decrease of ¥24.4

billion or 18.3% from the previous fiscal year. The main reason for this

. decrease was a decrease in realized gains on investments partly offset by
improvement in underwriting results. Income tax expense decreased by
¥10.9 billion to ¥33 .4 billion..

Net income for the year, which includes cumulative effect of
accounting changes, increased by ¥72.0 billion or 81.2% from the
previous fiscal year to ¥160.7 billion: Cumulative effect of accounting
changes, net of tax, amounted to ¥85.5 billion. Readers should note that
the amount of cumulative effect of accounting changes was due to the fair
value measurement of derivatives. These derivatives are mainly utilized
in Tokio Marine’s hedging activities for asset and liability management
purposes, which do not qualify for hedge accounting. Therefore, the
amount of cumulative effect of accounting changes does not necessarily
reflect the resuits of Tokio Marine’s operating businesses.

‘expectanon reﬂects concern/

,kLookmg Ahead

Invthe ﬁsca! year endmg March 31, 2003, Toklo Marine expects that '

conditions in-the Japanese economy w111 hkely remain ‘adverse. This

hat worsenmg unemployment and

'dechmng personal incomes may further depress demand, noththstandmg .
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Business Report of Nichido Fire

Operating Environment -

In the fiscal year ended March 31, 2002, the Japanese economy declined
further as private-sector capital investment fell and the employment and
income environment became increasingly severe amid a slowdown in the
global economy. Since the beginning of 2002, signs of a halt in the
decline in exports and production emerged due to an improvement in the
U.S. economy, but consumer spending—the engine of economic
recovery—remained sluggish and economic conditions on the whole
continued to be severe.

In the non-life insurance industry, deregulation continued to progress
while competition in the industry further intensified. For example, the
prohibition on over-the-counter sales of insurance by banks was lifted,
the insurance agency system was liberalized, and restrictions on the entry
of non-life insurers into the third sector of insurance were removed. In
addition, owing to such factors as the impact of the terrorist attacks in the
United States and the frequent occurrence of automobile theft, loss ratios
rose and various conditions surrounding the industry became extremely
harsh.

Under such conditions, Nichido Fire made aggressive business moves
chiefly in the retail market, its main business base. The primary measures
that Nichido Fire implemented during the fiscal year ended March 31,
2002 are outlined below.

Products and Services
In the area of products and services, Nichido Fire launched Cancer
Insurance, Medical Insurance and Nursing Insurance products, which

were jointly developed by the members of Millea Insurance Group, as a

result of the July 2001 removal of the prohibition on entry into the third

sector. Among these, Cancer Insurance and Medical Insurance products
generated a strong reception from many customers as products precisely
targeted to meet needs such as the provision of extensive benefits and
ancillary services, as well as the addition of a new benefit providing for
the reimbursement of premiums when no accidents befall the insured.

Another key milestone was the combined development with Tokio
Marine of Super Insurance, a product that integrates life and non-life
insurance and goes beyond previous concepts of non-life insurance
products. By selling Super Insurance products to a broad range of
customers, Nichido Fire aims to establish a new business style that offers
its customers lifetime security. Nichido Fire intends to develop this as its
core product offering for the individual insurance sector.

In the area of automobile insurance, Nichido Fire renewed its existing
products by integrating them into Shimpai Gomuyo, a comprehensive
automobile insurance policy, to provide a more flexible response to

customer needs.

Nichido Fire also developed and began offering Pro Navi, a new
service whereby it utilizes experts on labor and tax matters—such as
social insurance and labor consultants—to provide management

assistance to small and medium-sized enterprises.

Marketing System

In the area of marketing, Nichido Fire continued to make progress by
consolidating and closing marketing operations to create larger, more
efficient outlets, which it believes will contribute to increased
profitability. At the same time, Nichido Fire endeavored to strengthen its
ability to attract business through the introduction of a new agency
commission system. [n addition, in an attempt to offer customers even
greater convenience, Nichido Fire began selling golfer’s insurance over
the Internet, following the launch of overseas travel and accident
insurance in the previous fiscal year.

In its-overseas operations, Nichido Fire established Nichido Insurance
Company (Pacific), Limited, the first Japanese non-life insurance
company to be based in Guam. Nichido Fire has been operating in Guam
for a long time and this development further reinforces its marketing base
there.

Claim Investigation

In the area of claim investigation, Nichido Fire expanded usage of a new
automobile claims investigation system, which was introduced in the
previous fiscal year, to offer customers a more comprehensive and
enhanced service system. Nichido Fire also worked to accelerate and
improve the efficiency of its claims investigation work while expanding
its regional claims investigation department system throughout Japan.

Legal Compliance

Non-life insurance business is a regulated business with a high degree of
public interest and social responsibility, and Nichido Fire seeks to
manage the business fairly and soundly at all times. In this regard,
Nichido Fire endeavors to implement its business in an appropriate
manner, understanding that compliance with laws and regulations form
the basis of all its business operations.

[n April 2002, Nichido Fire received an administrative disposition
from the Financial Services Agency under the Insurance Business Law
because the application for approval of an automobile insurance-related
product was deemed to have contravened applicable law. As a
consequence, Nichido Fire intends to fully review its business
management systems to ensure that, as it moves forward, it conducts
business appropriately and engage in fair corporate activities in good
faith. Nichido Fire also plans to restructure its legal compliance system in
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an effort to prevent any reoccurrence of such a legal infringement and to
ensure that all of its officers and employees better familiarize themselves

with relevant legal procedures.

Results

Nichido Fire’s operating income for the fiscal year ended March 31, 2002
decreased by ¥25.1 billion from the previous fiscal year to ¥390.1 billion,
due primarily to property and casualty insurance premiums earned of
¥369.1 billion, life premiums of ¥25.1 billion, net investment income of
¥12.3 billion and realized losses on investments of ¥16.4 billion.

Operating costs and expenses amounted to ¥388.6 billion, primarily
including losses, claims and loss adjustment expenses of ¥218.3 billion,
policy acquisition costs of ¥125.7 billion, other operating expenses of
¥25.5 billion and policy benefits and losses for life of ¥19.! billion.

As a result, income before income tax expense and cumulative effect of
accounting changes amounted to ¥1.5 billion, a decrease of ¥17.3 billion
or 91.9% from the previous fiscal year. The main reason for this was an
increase in realized losses on investments.

Income tax benefit amounted to ¥0.3 billion. Loss caused by
cumulative effect of accounting changes, net of tax, amounted to ¥1.5
billion. Net income for the year amounted to ¥0.4 billion, a decrease of
¥12.7 billion or 97.3% from the previous year.

Looking Ahead

Signs of a halt in the decline in exports and production are beginning to
emerge due to expectations of improvement in overseas economies, such
as in the United States. However, forecasts for the Japanese economy in
the fiscal year ending March 31, 2003 project continued sluggishness in
consumer spending and private-sector capital investment—the keys to
economic recovery—reflecting such structural factors as the harsh
environment surrounding employment and income, and the shift of
production bases overseas. Thus, Nichido Fire cannot provide assurances
with regard to the direction of economic conditions in the current fiscal
year.

In the non-life insurance industry, competitive companies and
corporate groups that have recently engaged in mergers or management
integration are likely to further strengthen their efforts to improve
management efficiency. Nichido Fire believes that competition in its
businesses is set to intensify further in a variety of areas such as products,
prices, services and sales methods.

Under Millea Holdings, Nichido Fire aims to realize the effects of
business integration with Tokio Marine. At the same time, in order to
attain the management goals outlined by Millea Holdings Group, Nichido

Fire has formulated a new medium-term management plan that wili

extend for a period of two years beginning in April 2002. Furthermore, by
aggressively pursuing various business strategies, including the
reinforcement of sales organization, development of new markets,
improvement of business efficiency, enhancement of customer service
and expansion of returns on investment, Nichido Fire aims to expand its
business and improve.corporate earnings.
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Financial Highlights of Tokio Marine and Nichido Fire
Tokio Marine/Nichido Fire Pro Forma Combined Financial Data

based on Purchase Method of Accounting (Unaudited) Moies 1. 2and3) Yen in millions Dollars in thousands®™=*
Year ended March 31 . 2002 2002
Net Premiums WIIHEN .....covoiviciir e e raea et ¥ 1,752,653 $13,177,842
LE PrEMIUITIS «oovvve ettt e e st er e et esenee s resssveecansesrnesenneesaneesnteans 230,767 1,735,091
Net Investment INCOME ......cccvvreveivieecerieies et et e tee s e sereesrreoaens 63,235 475,451
INEEINCOMIE ...ttt ettt sat e et sseessebr e e s b e sesbe s et e e e reeeeneessanns 54,471 409,556
Total ASSELS 8t YEAT-ENA ....evvervevreireerinieersveeeeerensseesreseererssesssssaennesersereses 10,584,348 79,581,564
Stockholders’ Equity at year-end .......ccocevvvreerceinnicinneneioiiceeenesee e 3,055,279 22,972,023
Tokio Marine (Historical U.S, GAAP)

Yen in millions Dollars in thousands
Years ended March 31 2002 2001 2002
Net Premitms WIITEI ..oeccriereiceiiii e e sreereenesseesaeressesssssessessesssessentessenses ¥1,381,483 ¥1,323,907 $10,387,090
Life PTEIMIUIS ...oovevvveveceieveeticreeeieiseseesae st e sesssessvaesissessessresssassnsestesnssrneseens 205,693 150,543 1,546,564
Net Investment Income ... 48,259 69,183 362,850
INEE INCOMIE (NOE 5) 1.ovvrmrrnnieiviosioneis o sessssssssssssmsssesessssessssesssssssssasssassssssssnssessssssssass essastanns 160,717 88,675 1,208,400
Total ASSets at YEAr-end .........c.ececeiiircriienineeianraircrirmnssiraansesssansasssasssaesasesns 8,456,317 8,113,881 63,581,331
Stockholders’ Equity at year-end .......c...ccovviverrnseniarnninesnsnsiersenessnnesnenes 2,509,694 2,586,544 18,869,881
Nichido Fire (Historical U.S. GAAP)

Yen in millions Dollars in thousands
Years ended March 31 2002 2001 2002
Net Premilms WIIEI ....cceiveriierinnrcenienseeresessessssnserseessiscseensessansssssseersees ¥ 371,170 ¥ 376,731 $ 2,790,752
Life Premiums ........ccceveievnienieernins teereriteear e ae et e et tas e et e seneenn e reears 25,074 25,990 188,527
Net Investment INCOME .......oocciiriiviinieienniiir e v eaecssvereseesee e reosrasiasssessens 12,329 12,914 92,699
NELINCOIMIE ...oviiiiie it st e st e e sns et e s sresanaresseennas 356 13,060 2,677
Total Assets at YEar-end ........ccovceccireiicrrenecrnirnessrneseesesrieeesinassresesseseessares 2,225,486 2,378,851 16,732,978
Stockholders’ Equity at year-end .........ccoveeeeevriivnniinmeciiensieesnenensreenes 693,943 764,684 5,217,617
Note |: The dited pro forma combined profit and loss data give effect to the combination as if it had occurred at the beginning of the year ended March 31, 2002. The unau-

dited pro forma combined balance sheet data gives effect to the combination as if it had occurred on March 31, 2002.

Note 2: The selected pro forma financial data set forth above are presented for illustrative purposes only. This information is not necessarily indicative of the operating results or
financial position that might have occurred had the combination occurred on the dates indicated, nor is it necessarily indicative of future operating results or financial posi-
tion of Millea Holdings.

Note 3: The unaudited pro forma combined financial data do not reflect any additional costs to be incurred through the date of the combination or thereafter, nor do they reflect any
anticipated synergies, cost savings, cumulative effect of accounting changes or extraordinary gain resuiting from the application of the purchase method of accounting.

Note 4: U.S. dollar amounts in this Annual Report have been translated from yen, for convenience only, at the rate of ¥133=U.S. §1.
Note 5: See note 2 “RESTATEMENTS to ¢ lidated financial of Tokio Marine.
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The Tokio Marine and Fire Insurance Company, Limited and subsidiaries

Financial Section: Tokio Marine

Net premiums written of property and casualty insurance amounted to ¥1,381 billion, an
increasé of 4.3% from the previous fiscal year, mainly due to the result of expanded sales
and an increase in premium rates. Net premiums earned amounted to ¥1,343 billion, an
increase of 2.5% from the previous fiscal year. Life premiums amounted to ¥206 billion,
of which ¥205 billion was from Tokio Marine Life, an increase of 36.6% from the
previous fiscal year.

The ratio of losses and claims incurred and related adjustment expenses to premiums
earned decreased by 4.2 percentage points to 59.4%. This decrease was due to the low
number of major natural disasters during fiscal 2002, and partly to the result of our efforts
to improve performance in our largest insurance business, the automobile insurance.

Due to the Company’s effort to reduce expenses, the ratio of underwriting and
administrative expenses incurred to premiums written decreased by 1.3 percentage points
to 34.9%. ' '

Net investment income decreased by 30.2% to ¥48 billion, reflecting a change in the
presentation of reporting gains and losses on derivative transactions: Net realized gains on
investments decreased to negative ¥1 billion mainly due to the increase in impairments of
equity securities reflecting the sluggish Japanese equity market.

As a result, income before cumulative effect of accounting changes decreased by
15.1% to ¥75 billion.-

Net income, which includes cumulative effect of accounting changes, increased by
81.2% to ¥161 billion. Cumulative effect of accounting changes, net of tax, amounted to

© ¥85 billion. Readers should note that the amount of cumulative effect was due to the fair
value measurement of derivatives. These derivatives are mainly utilized in the
Company’s hedging activities for asset and liability management purposes, which do not
qualify for hedge accounting. Therefore, the amount of cumulative effect does not
necessarily reflect the results of the Company’s operating businesses. Per American
Depositar'y Share, net income was ¥519, compared with ¥286* the fiscal yéar before.

Investment assets decreased by 2.8% to ¥6,629 billion and total assets increased by
4.2% to ¥8,456 billion. Stockholders’ equity decreased by 3.0% to ¥2,510 billion.
Stockholders’ equity as a percentage of total assets decreased from 31.9% of the previous

fiscal year to 29.7%.
Net Premiums Written Net Investment Income Net Income Total Assets
(Yen in billicns) (Yen ia billions) - (Yen ir billions) (Yen in bitlicns)

160.7 84563

3

B ’
"98 799 "00 01 '0

iR B RE
98990001 02

|

‘ i 14 Wi
'98 '99 700 °01 02

*Prior years’ fiyures have been restated. See note 2 "RESTATEMENTS” to consolidated finunciul statements.
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Net Premiums Written
and Loss Ratios
(Yen in billions)

Hull

wan LOSS Ratio (%)

Personal Accident

'98 99 00 01’02
s LOSS Ratto (%)

Net Income per ADS
{Yen)

2

00701702

98799

Cargo and Transit Fire and Allied Lines

1776

]

s
R
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i

[
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Other Compulsary

Automobile Liability
lid9

'98 '99 '00 '01 *02
i LSS Ratio (%)

e LSS Ratio (%)

Breakdown of
Investment Assets
(%)

Fixed Maturities
373

Short-Term Investments
£0.0
Other Long-Term
[nvesunents

8.1
Policy Loans
0.3

Real Estale Equity Securities
L5 406
Mortgage Loans on Real Estate
2.2

*Prior years™ figures have been restated. See nore 2 “RESTATEMENTS” 1o consolidated financial statements.
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The Tokio Marine and Fire Insurance Company, Limited and subsidiaries

Analysis of Insurance Premiums Written—Property and Casualty

Yen in millions

Years ended March 31 2002 2001 2000 1999 1998
Hull:
Direct premiums WIteN .........ooecorvmecireiieisinrienceenes ¥ 19451 ¥ 16,554 ¥ 17,342 ¥ 20,042 ¥ 23,259
Reinsurance premiumsassumed .........ccococevii i 8,961 6,927 7,673 9,656 15,261
Reinsurance premiums ceded ..........ccoooeieinicinrinnnn 14,212 9,520 10,461 12,317 17,726
Net premiums WEIEN ........oooovvvvieirereieiveeeeernennnnns 14,200 13,961 14,554 17,381 20,794
Ratio to totalall lines ..., 1.03% 1.05% 1.12% 1.33% 1.55%
" Cargo and Transit:
Direct premiums WItten .........ooceevverreriiveressereenneeons ¥ 59964 ¥ 59317 ¥ 57,734 ¥ 65575 ¥ 68514
Reinsurance premiums assumed ...........ocoveeviverincann 3,960 2,751 3,041 5,256 6,748
Reinsurance premiums ceded..........ccoocevniiiiirecrencnnn, 8,631 9,029 7,885 9,795 11,656
Net Premiums WEEN ......vvvveieeerine v ccrerneenes 55,293 53,039 52,890 61,036 63,606
Ratio to total all ines ...........cooevee v 4.00% 4.01% 4.07% 4.68% 4.73%
Fire and Allied Lines:
Direct premiums WIEN .........ocoevvvecrereererneerrecrnenens ¥ 198,155 ¥ 189,755 ¥ 184,282 ¥ 185,763 ¥ 197,758
Reinsurance premiums assumed ......c..c.coceonivienncne. 24,067 10,881 11,389 12,846 19,209
Reinsurance premiums ceded.......c.ocooecrniiecinrincnn, 44,587 41,171 38,077 39,403 51,133
Net premiums WEHEN ...o..veveiveicvcreeireenearnnecs 177,635 159,465 157,594 159,206 165,834
Ratio to total all ines .........cccovoeeeiveeerieeceere e 12.86% 12.05% 12.14% 12.20% 12.35%
Automobile:
Direct premiums WEEN ........ooeereimnirienenseraanneeens ¥ 708,532 ¥ 695,711 ¥ 672,154 ¥ 662,867 ¥ 669,917
Reinsurance premiumsassumed .........ccococeveeerenrinnne 3,146 1,509 2,889 3,380 4,472
Reinsurance premiums ceded ........ooveeiirincecnncen 10,788 10,554 - 10,451 10,402 10,920
Net premiums WEIHEN ......ccoovvivvcierinienicoreneserenaens 700,890 686,666 664,592 655,845 663,469
Ratio to total all Hnes .........cococvevrivviicrcciie e 50.73% 51.86% 51.20% 50.25% 49.40%
Personal Accident:
Direct premiums WEHEN ..........ccocovvieevecrnienriinncrrnenns ¥ 125,183 ¥ 130,608 ¥ 131,526 ¥ 135555 ¥ 148,281
Reinsurance premiums assumed ..........c.oocovecnenennecnns 379 216 308 316 605
Reinsurance premiums ceded.......c.ooocovecivecinnnnnne 4,335 4,756 2,760 3,028 2,954
Net premiums WIETR ...ocovvvervvierierivnreceeancevreaenes 121,227 126,068 129,074 132,843 145,932
Ratiotototalall lines ........ocoooviecniiiie s 8.78% 9.52% 9.94% 10.18% 10.87%
Other:
Direct premiums WItten .............cocoveeerremeenrerernenns ¥ 204,773 ¥ 184,605 ¥ 181,243 ¥ 180,789 ¥ 184,722
Reinsurance premiumsassumed .........ocoooooreeeeneeneenns 37,595 15,611 17,525 19,205 24,973
Reinsurance premiums ceded.........o.oooveerieeiccnnns 45,033 25,881 26,963 25,275 32,201
Net premiums WEHEN ........ccoveervrvnrrcnerirec s 197,335 174,335 171,805 174,719 177,494
Ratio to total all lines .........cccccooovvieviiiiciee e 14.28% 13.17% 13.25% 13.38% 13.22%
Total (excluding compulsory automobile liability):
Direct premiums WItten ........ocoecineveenrecnvenencans ¥1,316,058 ¥1,276,550  ¥1,244281  ¥1,250,591  ¥1,292,451
Reinsurance premiums assumed ..o iiineron 78,108 37,895 42825 50,659 71,268
Reinsurance premiumsceded..........ccoovcennvvcrirernnnn. 127,586 100,911 96,597 100,220 126,590
Net premiums WIHEN ....c...cceveerveerierennemeneeceenn e 1,266,580 1,213,534 1,190,509 1,201,030 1,237,129
Ratioto total alllines .........cocvvvvieieiiieiveci e 91.68% 91.66% 91.72% 92.02% 92.12%
Compulsory Automobile Liability:
Direct premiums written ............ FOTRROORUR ¥ 193,557 ¥ 191,811 ¥ 186911 ¥ 179,179 ¥ 178,338
Reinsurance premiums assumed .........coooercrnrrnins 60,254 56,222 54,361 53,035 55,088
Reinsurance premiumsceded........cooveininniiicnnns 138,908 137,660 133,797 128,106 127,595
Net premiums written .............. e et 114,903 110,373 107,475 104,108 105,831
Ratiotototal all ines .........ccccocviiiveic e 8.32% 8.34% 8.28% 7.98% 7.838%
Total All Lines:
Direct premiums WIHER .......oovoveeeinicrrercenn e ¥1,509,615  ¥1,468,361  ¥1431,192  ¥1,429,770  ¥1,470,789
Reinsurance premiums assumed .....c.ccceveenecricinnennns 138,362 94,117 97,186 103,694 126,356
Reinsurance premiums ceded ...........ccovvrieriiiicinnnen, 266,494 238,571 230,394 228,326 254,185
Net premiums WOLEN ...c..ooecvvererenniinonen s iecernsieannnns 1,381,483 1,323,907 1,297,984 1,305,138 1,342,960
Ratiotototal all ines .........ccoocovveveviiicn e 100.00% 100.00% 100.00% 100.00% 100.00%
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Loss and Expense Ratios—Property and Casualty

(1) All Classes Other than Compulsory Automobile Liability:

Yen in millions

Years ended March 31 2002 2001 2000 1999 1998
Hull:
Net premiums WIHEN ........ocoveieivisivs e, ¥ 14200 ¥ 13961 ¥ 14554 ¥ 17381 ¥ 20,794
Premiumseamned .........occooieiiiiiin i 13,709 14,102 15,260 19,351 20414
LOSSESINCUITEd ..o 9,327 8,584 8,942 9,809 13,406
LOSSTALO c.voviveeviirerireciiti e ebesbe e 68.0% 60.9% 58.6% 50.7% 65.7%
Cargo and Transit:
Net premiums WEtEN .......coev oo e ¥ 55293 ¥ 53,039 ¥ 52890 ¥ 61,036 ¥ 63,606
Premiumseamned ..........oooovveviieec e 53,864 52,990 53,455 62,644 64,730
LOSSESINCUITEd ..oovieiiiice et 27,854 28,009 26,817 31,527 32,136
LOSSTAHO tvoovicvi ittt e 51.7% 52.9% 50.2% 50.3% 49.6%
Fire and Allied Lines:
Net premiums WIHEN ......cocooviiivieeenee e ¥ 177,635 ¥ 159465 ¥ 157,594 ¥ 159,206 ¥ 165,834
Premiums €amned ...........ooovveeeveieieeiee e 162,627 153,695 143,500 148,441 147,359
LOSSES INCUITEQ ...ooviiiii et cre e eee e srens 64,706 63,267 86,836 74,253 55,818
LOSSTAMO cvvvvicviivi ittt oree et 39.8% 41.2% 60.3% 50.0% 37.9%
Automobile:
Net premiums WITHEN ........ocooviirrrreinirennre e ¥ 700,890 ¥ 686,666 ¥ 664,592 ¥ 655,845 ¥ 663,469
Premiums €arned ......coucvvivieririnnreennneoeie s onesrenseesnns 703,395 682,396 663,696 661,334 662,669
LossesinCurted ..o 391,358 428,273 397,901 377982 358,826
LOSSFALIO oottt ettt v 55.6% 62.8% 60.0% 57.2% 54.1%
Personal Accident:
Net premiums Wt .....cooveereineeire e ¥ 121,227 ¥ 126,068 ¥ 129,074 ¥ 132,843 ¥ 145,932
Premiums earmned ........covvevieievivee e 123,976 131,602 133,232 137,883 146,885
Lossesincurred ........ccooooveiiiiiieeccee e 53,740 56,993 57,558 57,395 58,338
LOSSTALIO ..vvovieerceceicr ettt 43.3% 43.3% 43.2% 41.6% 39.7%
Other:
Net premiums WS ..o ieerieencaasessasesananens ¥ 197335 ¥ 174335 ¥ 171,805 ¥ 174,719 ¥ 1774%
Premiums earned .......ocooooeviveiiviiieee e e 175,427 167,981 165,033 175,699 - 165,809
LOSSESINCUITEd ...vcvoeveier e 117,885 124,344 97,693 90,453 102,861
LOSSTAO oot 67.2% 74.0% 59.2% 51.5% 62.0%
Total:
Net premiums WIHEN .....oovrierivrieiees e e ¥1,266,580  ¥1,213,534  ¥1,190,509  ¥1,201,030 ¥1,237,129
Premiumsearned .............ccoooveveieeeievieeeceee e 1,232,998 1,202,766 1,174,576 1,205,352 1,207,866
L0SSESINCUITEd ......ooveveveeeciieeetr e 664,870 709,470 675,747 641,419 621,385
LOSSTANO L.voviievecreer e ere st st ve et 53.9% 59.0% 57.5% 53.2% 51.4%
Loss adjustment expenses incurred—unallocated ............. ¥ 47307 ¥ 40,575 ¥ 41,695 ¥ 42,107 ¥ 43,060
Ratio of losses and loss adjustment expenses
incurred to premiums eamed............c.oocciiiiniiieicens 57.8% 62.4% 61.1% 56.7% 55.0%
Underwriting and administrative expenses .
INCUITEA .ottt ir e et eresre s e er e sesraseaes ¥ 440,398 ¥ 438886 ¥ 432,616 ¥ 442,140 ¥ 439363
Ratio of underwriting and administrative expenses
incurred to premiums WITHEN ......0c..ooiveveicrnnnnreaes 34.8% 36.2% 36.3% 36.8% 35.6%
Combined 10ss and eXpense ratio . ......oc.oecvenineerecrinnns 92.6% 98.6% 97.4% 93.5% 90.6%
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Loss and Expense Ratios—Property and Casualty—(Continued)

(2) Compulsory Automobile Liability:

Yen in millions

Years cnded March 31 . 2002 2001 2000 1999 1598

Net premiums WIHEN .........cocooveioiirierniian e ¥ 114903 ¥ 110373 ¥ 107475 ¥ 104,108 ¥ 105831
Premiums earmed .........c.ccooiioniniiieienti e, 109,964 107,973 106,972 106,787 104,557
L08SES INCUITEA ... v 71,895 70,218 67,257 63,652 62,093

LOSSTAHO ...covvveiirererercrieee et 65.4% 65.0% 62.9% 59.6% 59.4%

Loss adjustment expenses incurred—unallocated ............. ¥ 14142 ¥ 12,795 ¥ 11,067 ¥ 10,741 % 10,353
Ratio of losses and loss adjustment expenses

incurred to premiums earned...........cooeeoveveccinrenvrecrreens 78.2% 76.9% 73.2% 69.7% 69.3%
Underwriting and administrative expenses '

INCUITEA ot e ¥ 42,092 ¥ 41019 ¥ 43705 ¥ 43988 ¥ 40,562
Ratio of underwriting and administrative expenses

incurred tO Premiums WIIEN .......o.cvvevecriveieincienrerenican, 36.7% 37.2% 40.7% 42.3% 38.3%
Combined loss and eXpense ratio ............cocvverneevcriniinns 114.9% 114.1% 113.9% 112.0% 107.6%
(3) All Classes:
Yen in millions
Years ended March 31 2002 2001 2000 1999 1998
Net premuiums WIHEIL L..o.ooiieeeieennreseee e eaeens ¥1,381,483  ¥1,323907 ¥1,297984  ¥1,305,138  ¥1,342,960
Premiums €amed .........ccoeeicimenieiniecin e 1,342,962 1,310,739 1,281,548 1,312,139 1,312,423
L0SSes INCUITEA ......coeueiircririsrei e e 736,765 779,688 743,004 705,071 683,478
LOSSTAtIO cvveeriiriecer e e 54.9% 59.5% 58.0% 53.7% 52.1%

Loss adjustment expenses incurred—unailocated ............. ¥ 61449 ¥ 53370 ¥ 52,762 ¥ 352,848 ¥ 53413
Ratio of losses and loss adjustment expenses

incurred to premiums eamed ..........c.ococcimeniinnnneeneenn 59.4% 63.6% 62.1% 57.8% 56.1%
Underwriting and administrative expenses

INCUITEA ...ovvr e e ¥ 482,500 ¥ 479,905 ¥ 476,321 ¥ 486,137 ¥ 480,425
Ratio of underwriting and administrative expenses

incurred to Premiums WIHEN ...........coooeerieeieiercreees 34.9% 36.2% 36.7% 37.2% 35.8%
Combined loss and expense ratio ............ccoervecnceinenncnnns 94.3% 99.8% 98.8% 95.0% 91.9%

These tabulations set forth information with respect to the property and casualty loss and expense ratios of the Company for the last five fiscal years. Loss ratios represent the ratio

of losses incurred to premiums earned.
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Investments
Yen in millions
% of Total Value Shown % of Total
Cost Investments on Balance Sheet Investments
March 31, 2002 and 2001 2002 2001° 2002 2001° 2002 2001 2002 2001
Securities held to maturity:
Fixed maturities:
Bonds and notes:
Government and government
agencies and authorities:
Other than United States ............. ¥ 453,453 ¥ 325,933 8.68% 6.41%¥ 453,453 ¥ 325933 6.84% 4.78%
All other corporate bonds................. 16,735 16,906 0.32 0.33 16,735 16,906  0.25 0.25
Total fixed maturities held to
MALULLY v 470,188 342,839 9.00 6.74 470,188 342,839 7.09 5.03
Securities available for sale:
Fixed maturities:
Bonds and notes:
Govemment and government
agencies and authorities:
United States.........cecoovveeeevveeenenn 43,313 30,885 0.83 0.61 50,901 36,973 0.77 0.54
Other ..ooviee e 903,702 514,179 1729 10.11 920,199 555,422 13.88 8.15
947,015 545064 1812 10.72 971,100 592,395 14.65 8.69
States, municipalities and political
subdivisions:
United States.........coovccvvieeiveins 109 265 0.00 0.01 174 340 0.00 0.00
Other ..o 299,885 317470 5.74 6.24 323,832 347,370 4.89 5.10
299,994 317,735 5.74 6.25 324,006 347,710  4.89 5.10
Publicutilities ..........cccooveevivvinienns 34,192 47,945 0.65 0.94 37,000 50,395 0.56 0.74
Convertibles and bonds with
warrants attached ... 102,074 136,574 1.95 2.69 111,494 151,304 1.68 2.22
All other corporate bonds.................. 490,545 598,137 9.39 11.77 505,369 617,093 7.62 9.05
Total bonds and notes ..................... 1,873,820 1,645455 35.85 3237 1,948,969 1,758,897 29.40 25.80
Redeemable preferred stock ............... 53,100 53,100 1.02 1.04 53,100 53,100 0.81 0.78
Total fixed maturities ..................... 1,926,920 1,698,555 36.87 3341 2,002,069 1,811,997 30.21 26.58
Equity securities:
Common stocks:
Public utilities ......cc.c..ocovvvviecvireennnee. 27,362 26,846 0.52 0.53 58,332 61,252 0.88 0.90
Banks, trust and insurance
COMPANIES ...covereienerrerevrccneneeenes 199,838 228,316 3.82 449 274,397 356,698 4.14 5.23
Industrial, miscellaneous and all '
OthET Lvviiiicrice e 1,075,156 1,001,942 2058 1971 2,296,656 2456392 34.65 36.03
Total common stocks ...................... 1,302,356 1,257,104 2492 2473 2,629,385 2874342 39.67 4216
Nonredeemable preferred stocks ......... 64,206 57,856 1.23 1.14 64,206 57,809 0.96 0.85
Total equity Securities .............o...... 1,366,562 1,314,960 26,15 2587 2,693,591 . 2932,151 40.63 4301
Total securities available for sale ... 3,293,482 3,013,515 63.02 5528 4,695,660 4,744,148 70.84 6959
Mortgage loans on real estate ................. 144,323 164,542 2.76 3.24 144,323 164,542 2.18 2.41
Real estate—investment properties ......... 96,967 104,786 1.86 2.06 96,967 104,786 1.46 1.54
Policy 10anS ......cooccovvvvvmniiciiricireen s 20,615 19,112 0.39 0.38 20,615 19,112 0.31 0.28
Other long-term investments .., 534,991 634,647 1024 1249 535,666 639,086  8.08 937
Short-term investments ..............ccecon... 665,406 803,431 1273 1581 665,406 803,431 1004 1178
Totalinvestments..............cooeeeae. ¥5,225,972 ¥5,082,872 100.00% 100.00%%6,628,825 ¥6,817,944 100.00%106.00%

*See note 2 "RESTATEMENTS" to consolidated financial statements.
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Consolidated Statements of Income

Years ended March 31, 2002, 2001 and 2000

Yen in millions, Dollars in thousands,
except per share amounts except per share amounts
2002 2001 (ot 2) 2000(ote 2) 2002
Operating income:
Property and casualty:
Net premiums written (NOL€ 4) ...ovovvrervreririeiereererirecrcreennenis ¥1,381,483 ¥1,323907 ¥1,297,984 $10,387,090
Less increase in unearmned premiums ..oo.eeeoroeoveecrecereenanenn s 38,521 13,168 16,436 289,632
Premiums earned (NOt€ 4) ......cocovevvereveniinrecr e sieenenne 1,342,962 1,310,739 1,281,548 10,097,458
Life premiums (NOt€ 4) .....cvivvieiiiririeiiereeereireiee e 205,693 150,543 130,128 1,546,564
Net investment income (N0t€ 3) ...oovveerivevriiveeie s 48,259 69,183 78,108 362,850
Realized gains (losses) on investments (notes 2 and 3) ............ (1,020) 56,142 22,863 (7,669)
L0SSES ON AETIVALIVES ....c.orevveirceriiirrcereneseersiere e (7,319) — — (55,030)
Total operating income ........ccoooevevrirnevirreeesnrencnenns 1,588,575 1,586,607 1,512,647 11,944,173
Operating costs and expenses:
Losses, claims and loss adjustment expenses (notes 4 and 7);
Losses and claims incurred and provided for ...........ccoccec... 736,765 779,688 743,004 5,539,586
Related adjustment eXpenses .......occcvvevreiorerniveccvinrennne 61,449 53,370 52,762 462,023
Total losses, claims and loss adjustment
EXPEIISES c.e.vreurereirienirerrereeseesrateesseesesmnesnereenerennenencas 798,214 833,058 795,766 6,001,609
Policy benefits and losses for life .....ccooovvrvieiivncieirerne, 172,586 125,947 108,706 1,297,638
Policy acquisition COsts (NOtE 5) ...c.ovvveernrreenvrercerinererernecnen, 437,012 422,551 413,112 3,285,805
Other OPErating EXPenSES ....cco.vrcevereercrverreereerinereeermnereeserens 72,095 72,017 75,974 542,068
- Total operating costs and eXpenses ........cc..ocoveerereees 1,479,907 1,453,573 1,393,558 11,127,120
Income before income tax expense and
cumulative effect of accounting changes ................ 108,668 133,034 119,089 817,053
Income tax expense (benefit) (note 8):
CUITENE .ttt e sttt et ese e e et e sansbens 53,960 12,886 2,444 405,714
DEferred ...oovveceeicericce et (20,544) 31,473 34,830 (154,467)
33,416 44359 37274 251,247
Income before cumulative effect
of accounting Changes .........coovvvvervvrnnenininenens 75,252 88,675 81,815 265,806
Cumulative effect of accounting changes, net of tax (note 1(g)) .. 85,465 — — 642,594
NELINCOITIE cveiriiieeienies vt sres e e sve e ean s ¥ 160,717 ¥ 88,675 ¥ 81815 $ 1,208,400
Amounts per American Depositary Share,
each representing 5 shares of common stock:
Basic and diluted:
Income before cumulative effect
of accounting changes ........ccoooveveeveinircrnereneecn, ¥ 244 ¥ 286 ¥ 264 $ 1.834
Cumulative effect of accounting changes,
NEEOF EAX Lovvviviieiieirieverete e e e e e nbe e reaeereers 275 — — 2.068
NELINCOIME ...covevieeviieeret e eercnnrsinersniesaiesa ¥ 519 ¥ 286 ¥ 264 $ 3.902
Cashdividendsdeclared..........cccoovvvieninniccennirennn, ¥ 4250 ¥ 4250 ¥ 4250 $ 0.320
Weighted average and diluted common shares in thousands........ 1,549,692 1,549,692 1,549,692

See accompanying notes to consolidated financial statements.
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Consolidated Balance Sheets

March 31, 2002 and 2001

Yen in millions

Dollars in thousands

2002 2001 (rote D 2002
Assets
Investments-—other than investments in related parties (notes 2 and 3):
Securities held to maturity:
Fixed maturities, at amortized cost [fair value ¥476,405 million
(83,581,992 thousand) in 2002; ¥363,988 million in 2001]......c..c.o...... ¥ 470,188 ¥ 342,839 $ 3,535,248
Securities available for sale:
Fixed maturities, at fair value [amortized cost ¥1,926,920 million )
($14,488,122 thousand) in 2002; ¥1,698,555 million in 2001].............. 2,002,069 1,811,997 15,053,150
Equity securities, at fair value {cost ¥1,366,562 million
(810,274,902 thousand) in 2002; ¥1,314,960 million in 2001] ............. 2,693,591 2,932,151 20,252,564
Mortgage 10ans 0N real EStAte ..........ccviereiincieneerenre e 144,323 164,542 1,085,135
INVESIMENt LEALESLALE ..oviiviiiii et st se e 96,967 104,786 729,078
POLICY I0NS ..veuiiieciieeiee ettt et sttt sn et ebn s ne e sanen 20,615 19,112 155,000
Other long-termm INVESMENLS ...v.vevivereirireereeretrtersreeseeeresesseseenessiesssenssres 535,666 639,086 4,027,564
SROTE-tEITN INVESINENLS ..vvrrooeeeveseeessssessnesssenseessoess oo 665,406 803431 5,003,053
Total INVESIMENLS ....c.viciivrierirreree et se st re s seene 6,628,825 6,817,944 49,840,789
Cash and cash eqUIVAIENTS ...........covrerierirrii et e 322,302 112,431 2,423,323
Premiums receivable and agents’ balances ...........ccoueeeecvirencneninienenencns 163,861 159,708 1,232,038
Reinsurance recoverable on 105ses (NOE 4) ......cccveiieverereneeir i e 174,193 180,361 1,309,722
Prepaid reinsurance premiums (NOt€ 4) ........cocecveimrcrerrnmienienisneteeenienens 223,090 179,234 1,677,368
Deferred policy acquisition costs (IOLE 5) .......ccceveerrerrinennennnineeee e 330,081 305,743 2,481,812
Property and equipment, net of depreciation (note 6) .....coooevvveerienrincrrrenenn 200,422 212,084 1,506,932
Derivative assets (NOE 14) .....coovvueviveirriereniniirirec e s st ss et 207,212 — 1,557,985
OthET BSSBLS .v.vvuvveeevireietetereseetire e et sarr b bara bbb ses bbb r s b seseneae 206,331 146,376 1,551,362
TOtAl ASSELS .cuvevurerevrinriiereirerr e sesesrerse e e sene e s e iae ¥8,456,317 ¥8,113,881 $63,581,331

See accompanying notes to consolidated financial s
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Consolidated Balance Sheets—(Continued)

March 31, 2002 and 2001
Yen in millions Dollars in thousands
- 2002 2001 (®ote ) 2002
Liabilities and Stockholders® Equity
Liabilities:
Policy liabilities and accruals:
Losses, claims and loss adjustment expenses (NOte 7) .......cceeevveveerirevirnencnns ¥ 675,764 ¥ 655,253 $ 5,080,932
Uneamned premiums (N0 4) ......oovvurriveoiieiniririirieresesesssnerneisesr e sesessesesenens 1,280,058 1,192,904 9,624,497
Future policy benefits and 10SSES ......ccvvvircieeeininiiicie e 494,269 348,106 3,716,308
Total policy liabilities and accruals .......cccveeeein e 2,450,091 2,196,263 18,421,737
[nvestment deposits by policyholders ..o e 2,054,705 2,170,444 15,448,910
Income tax Liability (NOtE &) ......cceeverireriiree sttt 575,700 645478 4,328,571
Retirement and severance benefits (MOt 9) ........covvivrierieimenninecne v ee e 237,982 146,846 1,789,338
Ceded reinsurance balances payable ..........c.ocovvrrimeiernerneeieeiecenencnenes 87,691 78,445 659,331
Long-term debt (Note 10) ...coooviviiiiiecinieeecr e 110,000 110,000 827,068
Derivative liabilities (N0te 14) ........c.cvimreiice e 93,692 — 704,451
Cash received under securities lending transactions ............cecevvecrmeveiennierennenne 149,212 — 1,121,895
Other HADILEIES ....veveiiviivrerie v et crreste e staes et e srseresreeresresresressearnersonns 187,550 179,861 1,410,149
Total HabilitIES ...c.eivenieieeer ettt e 5,946,623 5,527,337 44,711,450
Stockholders’ equity:
Common stock,
authorized 2,500,000,000 shares; issued and outstanding
1,549,692,481 shares in 2002 and 2001 .......coocevriveeenverecevecce e, 101,995 101,995 766,880
Other stockholders” equity:
Additional paid-in capital .....cccovvereiriieii e 52,917 52,917 397,872
Retained earnings (notes 2 and 12) .....ccocovvieirencnnicienenceennenenee e 1,853,312 1,705,767 13,934,679
Accumulated other comprehensive income:
Unrealized appreciation 0f SECUTTIES ...ovvuvvrverircrrieeeeeieereee e reenenene 553,640 765,179 4,162,706
Foreign currency translation adjustments .........c.ccovcvvevcrrneererennvecnenienes {4,549) (21,666) (34,203)
Minimum pension liability adjustments (Not€ 9) .....c.coecvenevrerenricrnnnnne (47,621) {17,648) {358,053)
Total accumulated other comprehensive income .........occoeveevireens 501,470 725,865 3,770,450
Total stockholders’ equity ... 2,509,694 2,586,544 18,869,881
Commitments and contingent liabilities (notes 4 and 13)
Total liabilities and stockholders’ quUity ......cccovevcrniiririncinncncas ¥8,456,317 ¥8,113,881 $63,581,331

See accompanying notes to consolidated financial statements.
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Consolidated Statements of Stockholders’ Equity

Years ended March 31, 2002, 2001 and 2000

Yen in millions

Dotlars in thousands

2002 2001(note 2) 2000002 2002
Common stock:
Balance at beginning and end of year ..........ccccoeuvvvvcninnnnnnn ¥ 101,995 ¥ 101,995 ¥ 101,995 $ 766,880
Additional paid-in capital:
Balance at beginning and end of year .........c.ccocvcnvrnncennnn 52,917 52,917 52,917 397,872
Retained eamings:
Legal reserve (note 12):
Balance at beginning of year ......cccovevvevvnrveiveernreee 36,150 33,493 30,828 271,805
Transfer from unappropriated retained earnings.................. 2,659 2,657 2,665 19,992
Balance atend of YEar ...cc.vcvieevvieveeiiiveece e 38,809 36,150 33,493 291,797
Unappropriated retained earnings:
Balance at beginning 0f Year ........ccccoveecrrennnnicnnineenn, 1,669,617 1,596,772 1,530,794 12,553,512
Net INCoOmMe fOr YEAT .....oovocievieriiriicecrece e 160,717 88,675 81,815 1,208,400
Dividends paid (NOte 12) ..ocoocovrevrerinirinnencseeiene e (13,172) (13,173) (13,172) (99,038)
Transfer to legal reserve (NOte 12) w.ovivvvnvvi v (2,659) (2,657 (2,665) (19,992)
Balance atend of year ..........cccooceeiiiireneeecncee s 1,814,503 1,669,617 1,596,772 13,642,882
Retained earnings at end of year........c.covccevncvcrcrnnnenne 1,853,312 1,705,767 1,630,265 13,934,679
Accumulated other comprehensive income:
Unrealized appreciation of securities:
Balance at beginning of Year .........cc.cocoveeenencinincrniccnnns 765,179 926,189 769,056 5,753,225
Change during Year ...........oo.ccevvviereriensrennsreceeieee e (211,539) (161,010) 157,133 (1,590,519)
Balance atend of year ....c...coocoveieriireeene e 553,640 765,179 926,189 4,162,706
Foreign currency translation adjustments:
Balance at beginning of Year ........ccccccccee v vvvrnneneonnnninns (21,666) (28,311) (12,189) (162,902)
Change dUring YEar .....c.ovcviirrrernerrir e ceveeinerer e snns 17,117 6,645 (16,122) 128,699
Balance atend of year .......cccooveivenninnecneecn (4,549) (21,666) (28,311 (34,203)
Minimum pension liability adjustments (note 9):
Balance at beginning of Year ........coooveeevvneivcennnncnccrnans (17,648) (21,285) (25,688) (132,693)
Change QUIANG YEAT ...c.ccovveeiieriereeieieeeeerieenn s enesesreees (29,973) 3,637 4,403 (225,360)
Balance atend of Year .....c.ooovvviveiine e (47,621) (17,648)  (21,285) (358,053)
Accumulated other comprehensive income
atend Of YEar ......o.ccoevveiiereerninenre e 501,470 725,865 876,593 3,770,450
Total stockholders’ equity .....coovcveerrveinicnceee i ¥2,509,694 ¥2586,544 ¥2,661,770 $18,869,881

See accompanying nates to consolidated financial statements.
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Consolidated Statements of Cash Flows

Years ended March 31, 2002, 2001 and 2000

Yen in millions Dollars in thousands

2002 200] (note 2) 2000(0te 2) 2002

Cash flows from operating activities:
NELINCOIMIE oot stiiraie e resesentc e sreanee e rmeaescesens et e resenesas ¥ 160,717 ¥ 88,675 ¥ 81,815 $ 1,208,400
Adjustments to reconcile net income to cash provided
by operating activities:
Increase {decrease) in losses, claims and loss adjustment expense

reserve, net of ceded reINSUTANCE ......vviiici i ereeereeenesnas 28,346 35,389 (14,632) 213,127
Increase in uneamed premiums, net of ceded reinsurance ............. 43,298 21,554 21,284 325,549
Increase in future policy benefits for life ..........ccovvrcrnicnnriene 146,163 106,531 95,083 1,098,970
Increase (decrease) in liability for current income taxes ................ 38,494 2,532 (29,975) 289,429
Deferred INCOME LAXES ....ovvvveriiiriieeeitiei it et reas 27,489 31,473 34,830 206,684
Provision for retirement and severance benefits ...........ccceceevernnene 12,893 7,150 4,414 96,940
Increase in deferred policy acquiSition COSES .....ovcevrvrirunrrerercenees (24,338) (22,488) (23,845) (182,992)
DEPTECIAION L.veiiiniieiicre e crree s crbetesae s s esee e esbereanaes 15,530 17,159 18,259 116,765
Deferred gains on hedging activities .........ooeeecevererernmnccrcnnieenns — — (92,556) —
Cumulative effect of accounting changes .........cocooveeeerrrennccenn. (133,498) — — (1,003,744)
Changes in derivative assets and liabilities—net ..o 19,978 — — 150,210
Increase in Other lHabilities ......co.oiivreereeerireei e crere e 7,689 18,654 5,126 57,812
OURET—NIEt ..o ettt sann e 15,248 7,556 (113,473) 114,647
Net cash provided by (used in) operating activities .................. 358,009 314,185 (13,670) 2,691,797
Cash flows from investing activities:
Proceeds from investments sold or matured:
Fixed maturities S0Id.......coeorueiiiiveneicrreen e 335,280 296,843 352,667 2,520,902
Fixed maturities redeemed ...........ccovveeveiviereceereeieee e eve e 436,752 261,102 226,634 3,283,850
EQUILY SECUTIHES wvvvveriiriieree et iete s easc s e sacen 94,796 125,080 241,637 712,782
Mortgage loans on real estate ..........cooiceevereisveeeieeeirncreeene 35,953 20,093 29,389 270,323
INVESIMENEreal ESLALE ...ccovevevieriericretie et e raeceseenresnas 16,306 8,095 11,374 122,602
POlCYI0ANS oot e 22,403 21,991 20,732 168,444
Other [ong-terM INVESIMENLS ....ovoveiveetei e e eseseaeeenennseaees 211,793 307,232 333,102 1,592,429
Cost of investments purchased:
FiXed Maturities ......ccovcooomeieiisreiree e e (1,125,166) (650,427) (811,863) (8,459,895)
(185,518) (188,261) (302,385) (1,394,872)
(14,981) (16,706) (17,872) (112,639)
(1,972) (6,633) (2,719) (14,827)
POLCY 10ANS w.vvvies e e (23,906) (23,649) (22,360) (179,744)
QOther long-term iNVeStMENtS .....covivevrircerereveerenrerenreieeneeenrenes (107,670) (107,957) (135,077) (809,549)
Short-term INVeStMENtS——NEL ........cvriirreieeericerrereerrrersessrenaesereseenes 138,025 (318,604) 117,183 1,037,782
Securities and indebtedness of related parties........ccccoovevvirenencencnce. 6,671 175 (662) 50,158
Additions to property and eqUIPMENL ......ccovecrerirecrnrieccrieererercnnninnee (7,496) (7,503) (11,007 (56,363)
Increase in cash received under securities lending transactions ......... 149,212 — — 1,121,895
Net cash provided by (used in) investing activities ............c....... (19,518) (279,129) 28,773 (146,752)
Cash flows from financing activities:
Investment deposits funded by policyholders and yields
(400503 4 £0)  + H OO OO OO TR SV ST 270,162 338,637 376,450 2,031,293
Withdrawals of investment deposits by policyholders (385,901) (416,238) (450,574) (2,901,511)
Proceeds from issuance of long-term debt ..., — 60,000 50,000 —
Dividends to stockholders ........ccoiveeericnvcienerenrennns (13,172) (13,173) (13,172) (99,038)
Net cash used in financing activities (128,911) (30,774) (37,296) (969,256)
Effect of exchange rate changes on cash and cash equivalents .............. 291 248 51 2,188
Net change in cash and cash equivalents ..........cccoecceeinniicinencnnn. 209,871 4,530 (22,142) 1,577,977
Cash and cash equivalents at beginning of year ...........cccccecrrvvrcnnecs 112,431 107,901 130,043 845,346
Cash and cash equivalents at end of year .......cc.cooeerrvvrceeincnnnecicennnen ¥ 322,302 ¥ 112,431 ¥ 107,901 $ 2,423,323
Supplemental information of cash flows:
Cash paid during the year for:
INEEIESE ..ottt e ¥ 2,075 ¥ 1,142 ¥ 709 $ 15,602
TNCOMIE LAXES cvveviviiii e rrer e e eveerte st e e e enaerreaaeere s sbebranseanenne ¥ 15466 ¥ 10,354 ¥ 32419 S 116,286

See accompanying notes to consolidated financial statements.
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Consolidated Statements of Comprehensive Income

Years ended March 31, 2002, 2001 and 2000

Yen in millions

Dollars in thousands

. 2002 20010t 2) 2000t 9 2002
INEE INCOIME Lot eeat e ev et ess s cre s enea e esenes ¥ 160,717 ¥ 88,675 ¥ 81,815 $ 1,208,400
Other comprehensive income (loss), net of tax:
Unrealized appreciation of securities:
Unrealized holding gains (I0SS€8) .....covvvererrriirmecnnennnennes (197,773) (122,012) 213,939 (1,487,017)
Less: reclassificationadjustments..........c..coeveereinirrnnennnene (13,766)  (38,998) (56,306) {(103,502)
(211,539) (161,010 157,133 (1,590,519)
Foreign currency translation adjustments:
Foreign currency translation adjustments ..........c.cooceeeenenee. 17,117 4,736 (16,122) 128,699
Less: reclassification adjustments .............o.cecvveevreirnenienen. — 1,909 — —
17,117 6,645 (16,122) 128,699
Minimum pension liability adjustments ...........c.ccoceeeriicnnnn, (29,973) 3,637 4,403 (225,360)
Other comprehensive inCome (10SS) ......cocervvvrrerrererrcrercierecaen (224,395) (150,728) 145,414 (1,687,180)
Comprehensive income (10S8) ....ooevviireienemrmseseresessessseneesans ¥ (63,678) ¥ (62,053)  ¥227,229 $ (478,780)
See accompanying notes to consolidated financial s s,
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Notes to Consolidated Financial Statements

March 31, 2002, 2001 and 2000

1. BASIS OF PRESENTATION AND SIGNIFICANT
ACCOUNTING POLICIES

(a) Basis of Presentation

The Tokio Marine and Fire Insurance Company, Limited (“Tokio
Marine”), incorporated in Japan, is a property and casualty insurer
which writes marine, fire and casualty, automobile and allied lines
of insurance principally covering risks located in Japan and hull and
cargo risks for Japanese business. On April 2, 2002, Tokio Marine
completed its business combination with The Nichido Fire and Ma-
rine Insurance Company, Limited (*“Nichido Fire”) by way of the
creation of a holding company called Millea Holdings, Inc. (*Millea
Holdings”), by which each of the two companies has become a
wholly owned subsidiary of Millea Holdings in a statutory share
exchange under Japanese law.

The consolidated financtal statements of Tokio Marine and its
subsidiaries (collectively referred to as “the Company”) are pre-
sented herein in accordance with accounting principles generally
accepted in the United States of America (“U.S. GAAP”), which
differ in certain respects from Japanese accounting principles
(“Japanese GAAP”). In the parent company only financial state-
ments prepared in conformity with Japanese GAAP, Tokio Marine
reported net income of ¥39,182 million ($294,602 thousand) in
2002, ¥43,140 million in 2001 and ¥30,614 million in 2000, and
stockholders’ equity of ¥1,803,976 million ($13,563,729 thousand)
at March 31, 2002 and ¥1,997,667 million at March 31, 2001 ona
non-consolidated basis. ,

Certain reclassifications have been made to prior years’ amounts
to conform to the 2002 presentation. ’

The financial statements presented herein are expressed in yen
and, solely for the convenience of readers, have been translated into
United States dollars at the rate of ¥133=U.S.31, the approximate
exchange rate prevailing on the Tokyo foreign exchange market as
of March 31, 2002. This translation should not be construed as a
representation that all the amounts shown could be converted into
U.S. dollars at the rate shown.

(b) Principles of Consolidation

The accompanying consolidated financial statements include all
significant majority-owned subsidiaries. All significant intercom-
pany accounts and transactions have been eliminated in consolida-
tion. Other subsidiaries and affiliates, which are not significant, are
accounted for primarily by the equity method. At March 31, 2002
and 2001, investments in related parties which were presented as
other assets amounted to ¥14,272 million ($107,308 thousand) and
¥20,943 million, respectively.

The amounts of statutory net income (loss) for the years ended
March 31, 2002, 2001 and 2000, and stockholders’ equity at March
31, 2002 and 2001 of the consolidated insurance subsidiaries were
as follows:

Yen in millions Dollars in thousands

2002 2001 2000 2002

Statutory net income (loss):

Property and casualty .......... ¥12,703 ¥ 2,443  ¥1,970 $ 95,511

T S " 1 1 (329) 8
Statutory stockholders’ equity:

Property and casualty .......... 67,285 36,800 505,902

Life oo 27,437 28,102 206,293
(c) Use of Estimates

Management of the Company has made a number of estimates and
assumptions relating to the reporting of assets and liabilities and the
disclosure of contingent assets and liabilities to prepare these finan-
cial statements in conformity with U.S.GAAP. Actual results could
differ from these estimates.
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Notes to Consolidated Financial Statements—{(Continued)

(d) Investments—Other than Investments in Related Parties
Fixed maturities held to maturity, which the Company has the intent
and ability to hold to maturity, are stated at amortized cost. Declines
in fair value below amortized cost that are determined to be other
than temporary are charged to earnings.

Fixed maturities available for sale are stated at fair value. When
quoted market value is not available, quoted market value for similar
securities is utilized instead. Declines in fair value below amortized
cost that are determined to be other than temporary are charged to
gamings.

Equity securities, which include common and nonredeemable
preferred stocks, are stated at their fair value based primarily on
quoted market prices. Stocks listed on Japanese or foreign stock
exchanges represent approximately 86% and 89% of the investment
in stocks at March 31, 2002 and 2001, respectively. Declines in fair
value below cost that are determined to be other than temporary are
charged to earnings.

The cost of securities sold is determined on the weighted moving-
average basis.

Mortgage loans on real estate and loans which are included in
other long-term investments are principally carried at the unpaid
balance of the principal amount. Commercial loans are identified as
impaired and placed on a cash basis when it is determined that the
payment of interest or principal is doubtful of collection except
when the loan is well secured and in the process of collection. Any
interest accrued is reversed and charged against current earnings,
and interest is thereafter included in earnings only to the extent actu-
ally received in cash. When there is doubt regarding the ultimate
collectibility of principal, all cash receipts are thereafter applied to
reduce the recorded investment in the loan. Impaired commercial
loans are written down to the extent that principal is judged to be
uncollectible. Impaired collateral-dependent loans where repay-
ment is expected to be provided solely by the underlying collateral
and there are no other available and reliable sources of repayment
are written down to the lower of cost or collateral value. Cash-basis
loans are returned to an accrual status when all contractual principal
and interest amounts are reasonably assured of repayment and there
is a sustained period of repayment performance in accordance with
the contractual terms.
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Policy loans are made to policyholders of long-term insurance
with refund at maturity, such as long-term comprehensive insurance
and long-term family personal traffic accident insurance, etc. The
maximum amount of loans is limited to 90% of return premiums on
the policies. Policy loans are carried at cost.

Gains and losses incurred on the sale or impairment of invest-
ments are included in realized gains and losses in the consolidated
statements of income. Unrealized appreciation or depreciation, net
of taxes, in the value of securities available for sale is accounted for
as accumulated other comprehensive income.

(e) Investment Real Estate, Property and Equipment
Investment real estate, property and equipment are stated at cost less
accumulated depreciation on buildings and fumniture and fixtures.
Depreciation is computed principally by the declining-balance
method based on estimated useful lives. The estimated useful lives
of buildings and equipment range as follows:

38 to 50 years

Brick and block ......c.coviecceiicrii s 41 years
WOOE ..ot s 24 years
Wo00d and MOMAr .......cocoriiiircciircirerse e ennns 22 years
Building equipment ..o 3o 18 years
Fumiture and fIXTUIES ....cocoecucrermrerenieiereneeisensinrcnerensenssuengoesie 210 15 years

Maintenance and repairs are charged against income as incurred.
Improvements are capitalized to property and equipment.

The cost and accumulated depreciation with respect to assets re-
tired or otherwise disposed of are eliminated from the asset and re-
lated accumulated depreciation accounts. Any resulting profit or
loss is credited or charged to income.

(f) Cash Equivalents
Cash equivalents include cash deposited in demand deposits at
banks. '
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(g) Derivatives

In June 1998, the U.S. Financial Accounting Standards Board
(“FASB”) issued Statement of Financial Accounting Standards
(“SFAS”) No.133, “Accounting for Derivative Instruments and
Hedging Activities.” SFAS No.133 was subsequently amended by
SFAS No.138, “Accounting for Certain Derivative Instruments and
Certain Hedging Activities, an amendment of SFAS No.133.”

SFAS No.133, as amended, establishes accounting and reporting
standards for derivative instruments, including derivative instruments
embedded in other contracts, and hedging activities. SFAS No.133, as
amended, requires that all derivatives be recorded on the consolidated
balance sheet at their respective fair values. The Company adopted
SFAS No.133, as amended, on April I, 2001. All changes in the fair
value of dertvatives are recognized currently in eamings as “losses on
derivatives” from the year ended March 31, 2002, For the years ended
March 31, 2001 and 2000, the realized gains and losses related to
denivative transactions were included in “net investment income” and
“realized gains (losses) on investments.”

In accordance with the transition provisions of SFAS No.133, the
Company recorded a net-of-tax cumulative-effect-type adjustment
of ¥85,465 million ($642,594 thousand) to net income on April 1,
2001, Of this adjustment, ¥93,907 million ($706,068 thousand) was
attributable to the increase in the fair value of interest rate swaps
used in the Company’s asset liability management process, partly
offset by a net decrease in fair value for other outstanding derivative
instruments on April 1, 2001.

The Company occasionally purchases a financial instrument that
contains a derivative instrument that is embedded in the financial
instrument. The Company bifurcates an embedded derivative
where: (1) the economic characteristics of the embedded instru-
ments are not clearly and closely related to those of the remaining
components of the financial instrument; and (2) a separate instru-
ment with the same terms as the embedded instrument meets the
definition of a denivative under SFAS No.133. When bifurcated, the
embedded derivative is carried at fair value, and changes in its fair
value are included currently in earnings.
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(h) Premium Revenues
Property and casualty insurance premiums are recognized as earned
on a pro rata basis over the terms of the policies. Unearned premi-
ums represent the portion of premiums written relating to the unex-
pired terms of coverage.

Life premiums for long-duration contracts are recognized when
due from policyholders. Life premiums for short-duration contracts
are recognized over the period to which the premiums relate on a
pro rata basis.

(i) Policy Acquisition Costs

Costs that vary with and are primarily related to the acquisition of
insurance policies are capitalized and charged to expense in propor-
tion to premium revenue recognized. Deferred policy acquisition
costs are reviewed to determine if they are recoverable from future
income and, if not recoverable, are charged to expense.

(j) Losses, Claims and Loss Adjustment Expenses

The net liabilities stated for reported and estimated property and
casualty losses and claims and for related loss adjustment expenses
are based upon the accumulation of (1) case estimates for losses and
related loss adjustment expenses reported prior to the close of the
accounting period on the direct business written by the Company
and (2) estimates received from ceding reinsurers. The loss adjust-
ment expenses represent administrative expenses in connection
with settling or disposing of claims, which include out-of-pocket
expenses as well as allocated personnel cost. Provision has been
made for unreported losses and for loss adjustment expenses not
identified with specific claims based upon past experience. These
reserves are adjusted regularly based on experience. The Company
believes that the liabilities for unpaid losses and loss adjustment ex-
penses at March 31, 2002 and 2001 are adequate to cover the ulti-
mate net cost of losses and claims incurred to those dates. However,
the liabilities are necessarily based on estimates and management
makes no representation that the ultimate liability may not exceed or
fall short of such estimates.
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(k) Future Policy Benefits and Losses

Future policy benefits and losses include provisions for future
policy benefits for life contracts and for unpaid life policy claims.
The liabilities for future policy benefits are computed by a net level
premium method using estimated future investment yields, with-
drawals and recognized morbidity and mortality tables. Unpaid
policy claims are the estimated liability for reported and unreported
losses on life policies on an undiscounted basis. The Company be-
lieves that the estimated liabilities for future policy benefits and for
losses at March 31, 2002 and 200! are adequate to cover the life
insurance liability. However, the ultimate liability may vary from
such estimates.

(1) Investment Deposits by Policyholders

Certain long-term property and casualty insurance policies, such as
long-term comprehensive insurance and long-term family personal
traffic accident insurance, etc. include a savings feature in addition
to the insurance coverage provided under the policy. These policies
are issued for periods of two to sixty-four years.

The key terms of this type of policies (““deposit-type insurance”),
which include the contractual rates of interest, are fixed at the incep-
tion of the policy and remain in effect during the policy period. At
inception, policyholders can choose to pay premiums on the policy
either in a lump sum or in annual, semi-annual or monthly install-
ments. The policy allows policyholders to later change the mode for
payment with the Company’s approval. In addition, the policy al-
lows policyholders during the payment phase to change the alloca-
tion of annuity payments he or she receives if certain conditions
established by the Company are met. In practice, these options are
rarely used by policyholders. Policyholders can terminate the con-
tract before the maturity date with a payment of a pre-determined
commission to the Company.

Premiums for insurance and savings portions of the contract are
allocated at inception. The premium for the insurance portion is cal-
culated the same way that the premjum for a traditional indemnity
policy with no savings portion is calculated. The premium for the
savings portion represents the present value of the lump-sum or an-
nuity refund for a fixed period, discounted using the committed in-
terest rate and the “total loss termination” rate, which are both set at
the inception of the contracts. ““Total loss termination” is an excep-
tional event that takes place when a full payout is made for the insur-
ance portion of the policy, and in this case, the contract terminates
without any maturity refund being paid to the policyholder. The
weighted average annual frequency of “total loss termination” is
approximately 0.05%.

22

The premium for the insurance portion is recognized as revenue
over the period of the contract, generally in proportion to the
amount of insurance protection provided. The premium for the sav-
ings portion of the contract is accounted for as an increase to liabili-
ties for refunds captioned “investment deposits by policyholders.”
At the end of each fiscal year, the present value of future payments
of maturity refunds of contracts in force less the present value of the
savings portion of future premiums is accounted for as refund provi-
sions. [nvestment returns that exceed or fall short of the committed
interest rate are accounted for either as net investment income or
realized gains (losses) on investment according to their nature.

Policy acquisition costs are not charged to the savings portion of
the contract. Costs associated with policy acquisition of all deposit-
type policies are charged to the insurance portion and amortized
over the contractual period. The possibility of a premium defi-
ciency, relevant only to the insurance portion, is monitored through
combined loss and expense ratio. The Company did not recognize
any premium deficiency for this type of policies for the years ended
March 31, 2002, 2001 and 2000.

(m) Reinsurance

Amounts recoverable from reinsurers are estimated in a manner
consistent with the claim liability associated with the reinsured busi-
ness. The Company evaluates and monitors the financial condition
of its reinsurers under voluntary reinsurance arrangements to mini-
mize its exposure to significant losses from reinsurer insolvencies.

(n) Compulsory Automobile Liability Insurance

Japanese law provides that all automobiles are to be covered by
specified amounts of liability insurance for personal injury and that
insurance companies are to accept such coverage on a non-profit
basis. In compliance with this law, which came into effect on April
1, 1966, the Company has not reflected any profit or loss from un-
derwriting such compulsory automobile liability insurance in finan-
cial statements prepared for distribution to stockholders under the
Japanese Commercial Code. In the'accompanying consolidated fi-
nancial statements, which are presented in accordance with U.S.
GAAP, losses, net of income taxes, from underwriting compulsory
automobile liability insurance amounting to ¥11,690 million
(387,895 thousand) in 2002, ¥10,278 million in 2001 and ¥9,636
million in 2000 have been charged to income. Accumulated losses
since April 1, 1966 amount to approximately ¥71,095 million
(8534,549 thousand).
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(o) Foreign Currency Translation

Assets and habilities of the subsidiaries located outside Japan are
translated into Japanese yen at the rates of exchange in effect at the
balance sheet date. Revenues and expenses of the subsidiaries are
translated at weighted average exchange rates during the year.
Gains and losses resulting from transiation of financial statements
are excluded from the consolidated statements of income and are
accumulated as foreign currency translation adjustments in stock-
holders’ equity.

Gains (losses) resulting from foreign currency transactions in the
amount of ¥5,288 million (339,759 thousand) in 2002, ¥7,022 mil-
tion in 2001 and ¥(10,549) million in 2000 were charged or credited

"to income.

(p) Impairment of Long-Lived Assets and Long-Lived Assets
to Be Disposed Of

Long-lived assets and certain identifiable intangibles are reviewed
for impairment whenever events or changes in circumstances indi-
cate that the carrying amount of an asset may not be recoverable.
Recoverability of assets to be held and used is measured by a com-
parison of the carrying amount of an asset to future net cash flows
expected to be generated by the asset. If such assets are considered
to be impaired, the amount of impairment to be recognized is the
amount by which the carrying amount of the assets exceeds the fair
value of the assets. Assets to be disposed of are reported at the lower
of the carrying amount or fair value less costs to sell.

(q) Earnings per American Depositary Share

Basic earnings per American Depositary Share (“ADS”) are com-
puted by dividing net income available to common stockholders by
the weighted-average number of shares of common stock outstand-
ing for the period multiplied by a factor of five to account for the
common stock to ADS ratio of five common shares to one ADS,

(r) New Accounting Standards

In June 2001, the FASB issued SFAS No.141, “Business Combina-
tions.” This statement addresses financial accounting and reporting
for business combinations and supersedes Accounting Principles
Board (“APB”) Opinion No.16, “Business Combinations,” and
SFAS No.38, “Accounting for Preacquisition Contingencies of Pur-
chased Enterprises.” All business combinations in the scope of this
statement are to be accounted for using the purchase method. The
Company adopted SFAS No.141 in the year ended March 31, 2002.
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In June 2001, the FASB issued SFAS No.142, “Goodwill and
Other Intangible Assets.” This statement addresses financial ac-
counting and reporting for acquired goodwill and other intangible
assets and supersedes APB Opinion No.17, “Intangible Assets.” It
addresses how intangible assets that are acquired individually or with
a group of other assets (but not those acquired in a business combina-
tion) should be accounted for in financial statements upon their ac-
quisition. This statement also addresses how goodwill and other
intangible assets should be accounted for after they have been ini-
tially recognized in the financial statements. The Company will
adopt SFAS No.142 in the year ending March 31, 2003 as permitted.

In June 2001, the FASB issued SFAS No.143, “Accounting for
Asset Retirement Obligations.” This statement addresses financial
accounting and reporting for obligations associated with the retire-
ment of tangible long-lived assets and the associated retirement
costs. The Company will adopt SFAS No. 143 in the year ending
March 31, 2004, The Company does not expect the adoption of
SFAS No.143 to have a matenal effect on its financial position or
results of operations. i

In August 2001, the FASB issued SFAS No.144, “Accounting for
the Impairment or Disposal of Long-Lived Assets.” This statement
replaces SFAS No.121, “Accounting for the Impairment of Long-
Lived Assets and for Long-Lived Assets to Be Disposed Of,” and the
accounting and reporting provisions of APB Opinion No.30, “Re-
porting the Results of Operations—Reporting the Effects of Dis-
posal of a Segment of a Business, and Extraordinary, Unusual and
Infrequently Occurring Events and Transactions,” for the disposal of
a segment of a business. SFAS No.144 establishes a single account-
ing model for long-lived assets to be disposed of by sale. The Com-
pany will adopt SFAS No.144 in the year ending March 31, 2003.
The Company does not expect the adoption of SFAS No.144 to have
a material effect on its financial position or results of operations.

2. RESTATEMENTS

The accompanying consolidated financial statements for the years
ended March 31, 2001 and 2000 have been restated as a result of the
Company’s review of its application of accounting policies and pro-
cedures in relation to recognition of impairment for “other than tem-
porary” declines in fair value below cost of equity securities. The
review resulted in restatement of retained eamnings as of March 31,
1999, in the amount of ¥35,371 million. It also resulted in recording
additional pre-tax impairment losses for equity securities in the
amount of ¥7,566 million and ¥3,581 million for the years ended
March 31, 2001 and 2000, respectively.
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The following table shows the effects of these restatements on the
Company’s consolidated financial statements for the years ended
March 31, 2001 and 2000 on a condensed basis. All adjustments
related to the property and casualty insurance segment.

Yen in millions, except per share amount

2004 2000
As previously As previousty
repotted As restated teporied As restated

Retained earnings:

at beginning of year ......... ¥1,667,928 ¥1,630,265 ¥1,596,993 ¥1,561,622

atend of year.......cco.ceenee. 1,748,272 1,705,767 1,667,928 1,630,265
Unrealized appreciation
Of SECUMILIES ..voevvrveverrraereinns 722,674 765,179 888,526 926,189
Realized gains on
investrments ........... 63,708 56,142 26,444 22,863
Income tax expense . 47,083 44,359 38,563 37,274
Net income .......cccovvvevrinnn. 93,517 88,675 84,107 81,815
Basic and diluted net
income per ADS ................. 302 286 2N 264
3. INVESTMENTS

The following summarizes the Company’s investments in fixed
maturities held to maturity at March 31, 2002 and 2001:

Y¢n in millions
Gross Grass

Amortized unrealized  unrealized Fair
cost ___gains losses value
2002:
Bonds and notes:
Other government and
government agencies and
ULhOTIES ...c.vvvecererercrrcnin ¥453,453 ¥ 9,421 ¥(3,904) ¥458,970
Other corporate bonds ............ 16,735 701 1) 17,435
Total fixed maturities ’
held to maturity ................. ¥470,188  ¥10,122 ¥(3,905) ¥476,405
Yen in millions
Gross Gross
Amortized i lized Fair
cost gains losses value
2001:
Bonds and notes:
Other government and
government agencies and
AULHOMHIES .vvvcvreneceernieeieinne ¥325,933  ¥20563 ¥(73)  ¥346,423
Other corporate bonds ............ 16,906 659 — 17,565
Total fixed maturities
held to maturity ........cc.o.... ¥342,839  ¥21,222 ¥(73) ¥363,988
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Dollars in thousands

Gross Gross
Amontized unrealized  unrealized Fair
cost gai losses value
2002:
Bonds and notes:
Other government and
government agencies and
AuthoTIties .....coevrrrcrerecennans $3,409,421 = $70,835 $(29,354) $3,450,902
Other corporate bonds ............ 125,827 5,271 _(8) 131,090
Total fixed maturities
held to maturity .......c.cc...... $3,535,248 $76,106 $(29,362) $3,581,992

The following summarizes the Company’s investments in fixed
maturities available for sale at March 31, 2002 and 2001 :

Yen in millions

Gross Gross
Amortized e od it Fair
cost gains losses value
2002:
Bonds and notes:
U.S. government and
government agencies and -
AUTROTTHES o ¥ 43313 ¥7593 ¥ (5) ¥ 50901
U.S. states, municipalities
and political subdivisions ...... 109 65 — 174
Other government and
government agencies and
authorities 903,702 16,657 (160) 920,199
Other municipalities and
political subdivisions ............. 299,885 23,979 (32) 323,832
Publicutilities ........ccocovicnnnen. 34,192 2,308 — 37,000
Convertibles and bonds
with warrants attached ........... 102,074 9,420 — 111,494
Other corporate bonds ............ 543,645 15,056  (231) 558,469
Total fixed maturities
available for sale ............... ¥1,926,920 ¥75,578 ¥(429) ¥2,002,069
Yen in millions
Gross Gross
Amortized unrealized  unreatized Fair
cost _gains fosses value
2001:
Bonds and notes:
U.S. government and
government agencies and
BULROTIHES «.ocoverereenei s crcene ¥ 30885 ¥ 608 ¥— ¥ 36973
U.S. states, municipalities
and political subdivisions ...... 265 73— 340
Other government and
government agencies and
AUHOMHIES eevreerceen e 514,179 41,244 Q3] 555,422
Other municipalities and
political subdivisions ............. 317,470 29,921 (21 347,370
Public utilities ........ccverevneenne 47945 2450 — 50,395
Convertibles and bonds
with warrants attached ........... 136,574 14,730 — 151,304
Other corporate bonds ............ 651,237 18958  (2) 670,193
Total fixed maturities
available for sale ............... ¥1,698,555 ¥113,466 ¥(24) ¥1,811,997
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Dollars in thousands
Gross Gross
ized ized ized Faic
cost gains losses value

2002:

Bonds and notes:
U.S. government and
government agencies and
AUthOTIHES .ovveivceircrcienna
U.S. states, municipalities

$ 325,662 $ 57,090 § (39)8 382,713

and political subdivisions ...... 820 489  — 1,309
Other government and

government agencies and

AULhOTItIES ...voveerereeirens 6,794,752 125241 (1,203) 6,918,790
Other municipalities and

political subdivisions 2,254,775 180,293  (241) 2,434,827
Public utilities ......coccooerverrnren 257,083 21,112 — 278,195
Convertibles and bonds

with warrants attached ........... 767,474 70,827 — 838,301
Qther corporate bonds ............ 4,087,556 113203 (1,744) 4,199,015

Total fixed maturities

available for sale $14,488,122 $568,255 $(3,227) $15,053,150

The amortized cost and fair value of fixed maturities by contrac-
tual maturity at March 31, 2002 are as follows. Actual maturities
will differ from contractual maturities because borrowers may have
the right to call or prepay obligations with or without call or prepay-
ment penalties.

Yen in milljons Dollars in thousands

Amortized Fair Amortized Fair
cost value cost vajue
Fixed maturities held to
maturity:
Due in one year or less ........ ¥ 208 ¥ 208 $ 1,564 § 1,564
Due after one year.
through five years ............... 8,393 8,623 63,105 64,835
Due after five years
through ten years .... 14,985 15910 112,669 _ 119,624
Due after ten years .............. 446,602 451,664 3,357,910 3,395,969
¥470,188 ¥476,405 $3,535,248  $3,581,992

Yen in millions Dollars in thousands

Amortized
cOoBt

Fair
vajue

Amortized
cost

Fair
value

Fixed maturities available
for sale:

Due in one year or less
Due after one year

¥ 276,091 ¥ 289,053 § 2,075,872 § 2,173,331

through five years............... 770,739 - 810,130 5,795,031 6,091,202
Due after five years

through ten years ................ 338,008 351,012 2,541,414 2,639,188
Due after ten years .............. 542,082 551,874 4,075,805 4,149,429

¥1,926,920 ¥2,002,069 $14,488,122 $15,053,150
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Proceeds from sales of investments in fixed maturities prior to their
scheduled maturity dates were ¥335,280 million (§2,520,902 thou-
sand), ¥296,843 million and ¥352,667 million for the years ended
March 31, 2002, 2001 and 2000, respectively. Gross gains of ¥12,247
million ($92,083 thousand) and gross losses of ¥3,181 million
(823,917 thousand) in 2002, gross gains of ¥20,656 million and gross
losses of ¥11,076 million in 2001 and gross gains of ¥11,560 miilion
and gross losses of ¥9,086 million in 2000 were realized on those sales.

Bonds carried at ¥38,634 million ($290,481 thousand) at March
31, 2002 and ¥19,174 million at March 31, 2001 were pledged as
collateral primarily to reinsurance companies.

Bondscarried at¥146,447 million ($1,101,105 thousand) atMarch
31, 2002 and ¥139,003 million at March 31, 2001 were used as collat-
eral for the Bank of Japan’s instant gross settlement system for trans-
actions of checking accounts and Japanese government bonds.

Bonds carried at ¥147,839 million (81,111,571 thousand) at
March 31, 2002 were loaned to financial institutions under securi-
ties lending transactions.

Bonds carried at ¥94,313 million ($709,120 thousand) at March
31, 2002 and ¥104,279 million at March 31, 2001 were deposited
primarily with United States and other foreign government authori-
ties as required by law.

Bonds carried at ¥1,387 million ($10,429 thousand) at March 31,
2002 and ¥1,129 million at March 31, 2001 were pledged as collat-
eral for Life Insurance Policyholders Protection Corporation of Ja-
pan, a corporation established to protect policyholders from losses
in case of bankruptcies of life insurance companies.

With respect to marketable equity securities, gross unrealized
gains were ¥1,343,337 million (810,100,278 thousand) and gross
unrealized losses were ¥16,308 million ($122,617 thousand) at
March 31, 2002, and gross unrealized gains were ¥1,633,695 mil-
lion and gross unrealized losses were ¥16,504 million at March 31,
2001.

Proceeds from sales of investments in equity securities were
¥94,796 million ($712,752 thousand), ¥125,080 million and
¥241,637 million for the years ended March 31, 2002, 2001 and
2000, respectively. Gross gains of ¥39,329 million (8295,707 thou-
sand) and gross losses of ¥2,269 million (317,060 thousand) in
2002, gross gains of ¥61,630 million and gross losses of ¥13,566
million in 2001, and gross gains of ¥80,489 million and gross losses
of ¥20,658 million in 2000 were realized on those sales.



Millea Holdings, Inc. Annual Report 2002

The Tokio Marine and Fire Insurance Company, Limited and subsidiaries

Notes to Consolidated Financial Statements—(Continued)

Stocks carried at ¥50,498 million ($379,684 thousand) at March
31, 2002, and ¥49,258 million at March 31, 2001 were deposited
with securities brokers primarily as a collateral for futures transac-
tions entered into by the Company.

Stocks carried at ¥5,824 million ($43,789 thousand) at both
March 31, 2002 and 2001 were deposited with United States gov-
emment authorities as required by law.

Mortgage loans on real estate are primarily mortgage loans on
commercial buildings.

Accumulated depreciation of investment real estate amounted to
¥83,155 million (§625,226 thousand) and ¥83,249 million at March
31, 2002 and 2001, respectively.

Other long-term investments include:

Yen in millions Dollars in th
2002 2001 2002

Mortgage loans on vessels and
FACHHIHES ..oovereercrnriecer i s craareenes ¥ 25,061 ¥ 29,203 § 188,429
Collateral and bank-guaranteed
H0ADS vt 29,800 36,650 224,060
Unsecured 10ans .........ccoovcrveniinines 404,419 485,655 3,040,744
MORNEY TUSE ..cocvcrirerrcecrenereeicecnenes 76,386 87,578 574,331

¥535,666 ¥639,086  $4,027,564

Mortgage loans on vessels and facilities are generally joint loans
in which other financial institutions participate. The Company par-
ticipates in the hull insurance on these vessels.

Collateral loans are made to commercial enterprises and are se-
cured principally by listed stocks and/or bonds of Japanese corpora-
tions. Certain of these loans are made jointly with other insurance
companies.

Bank-guaranteed loans are made to commercial enterprises.

Unsecured loans within authorized limits are made on a selective
basis to corporate borrowers. These loans are generally term loans,
which had contractual maturities ranging from 2002 through 2029
at March 31, 2002. Interest rates of these loans varied from 0.1% to
12.0% at March 31,-2002, and 0.3% to 11.7% at March 31, 2001.

Money trustisa type of portfolio in'vestment inwhichtrustbanksare
entrusted with investments in securities or other financial instrurnents.

Short-term investments consist primarily of call loans and other
investments maturing within one year. Short-term investments
amounting to ¥220 million ($1,654 thousand) at March 31, 2002
and ¥207 million at March 31, 2001 were deposited with the United
States government authorities.

Details of net investment income were as follows:

26

Yen in millions Dollars in thousands

2002 2001 2000 2002
Fixed maturities .......ccccouririvern ¥ 51,913 ¥ 50,541 ¥ 55,644 $390,323
Equity securities .......cocovernns 29,409 30,002 25,599 221,120
Mortgage loans on real
CSTALE .vveviariererr e cres 4,219 4,569 4,685 31,722
Investment real estate ... e 12,907 14,050 14,077 97,045
Policy loans ...........ccouvcivecrnnien 830 757 680 6,241
Other long-term
INVESIMENLS ....ovvieriiiereiieaeens 11,802 15,421 23,184 88,737
Short-term investments 4,113 4416 3,327 30,925
(013153 SRR 7,987 27,967 33,339 60,053
Gross investment
INCOME vvveeiivriiicar v 123,180 147,723 160,535 926,166
Less income credited to
investment deposits
by policyholders ...........cocoev 56,422 58,669 65,578 424,226
66,758 89,054 94957 501,940
Less investment expenses......... 18,499 19,871 16,849 139,090
Net investment income ........ ¥ 48,259 ¥ 69,183 ¥ 78,108 $362,850

Effective for the year ended March 31, 2002, the Company
changed the presentation of reporting gains and losses on derivative
transactions to “losses on derivatives” as described in note 1(g). The
above table includes net gains on derivative transactions in the
amount of ¥20,696 million and ¥31,512 million for the years ended
March 31, 2001 and 2000, respectively.

At March 31, 2002 and 2001, accrued investment income, in-
cluded in other assets, amounted to ¥15,365 million ($115,526
thousand) and ¥20,381 million, respectively.

Net realized and change in unrealized gains or losses on fixed
maturities available for sale, equity securities and other investments
for the years ended March 31, 2002, 2001 and 2000 were as follows:

Yen in millions

Fixed Equity Other Net gains
maturities securities investmenis {Josses)
2002:
Realized ¥ 8244 ¥ (11,900) ¥2,636 ¥ (1,020)
Change in unrealized (38,293)  (290,162)  (3,764)  (332,219)
B 017 D ¥(30,049)  ¥(302,062) ¥(1,128) ¥(333,239)
2001:
Realized ..o ¥ 9,400 ¥ 53,578 ¥(6,836) ¥ 56,142
Change in unrealized 75,634 (351,656) 4,438 (271,584)
e ¥85,034  ¥(298,078) ¥(2,398) ¥215442)
2000:
Realized ........ccoovvnvccerninnne ¥ 1,028 ¥ 11,417 ¥10,418 ¥ 22,863
Change in unrealized ............... 18,081 308,832 — 326,913
Total e ¥19,109  ¥320249 ¥10418 ¥349,776
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Dollars in thousands

Fixed Equity Other Net gains
maturitics securities invesiments (losses)
2002:
Realized ..o $ 61,985 $ (89,474) 519820 3§ (7,669
Change in unrealized ........... (287,917) (2,181,669) (28,301)  (2,497,887)
TO@ oo $(225,932) $(2,271,143) § (8,481) $(2,505,556)

The Company changed the presentation of reporting gains and
losses on derivative transactions in the year ended March 31, 2002
and the above table includes gains and losses on derivative transac-
tions in the amount of ¥9,901 million and ¥(43,701) million for the
years ended March 31, 2001 and 2000, respectively.

On April 1, 2000, the Company transferred certain of its fixed
maturities available for sale to held to maturity category. This trans-
fer was based on the Company’s review of investment policies to
match the duration of securities portfolio with certain life insurance
liabilities with relatively long duration. The related unrealized gains
on these securities at the time of transfer in the amount of ¥9,088
million are being amortized from accumulated other comprehensive
income into investment income over the remaining terms of the se-
curities. Unamortized amounts of those unrealized gains were
¥8,175 million (361,466 thousand) and ¥8,631 million at March 31,
2002 and 2001, respectively.

Securities available for sale are carried in the consolidated finan-
cial staternents at fair value. Changes in unrealized gains and losses,
net of taxes, on securities available for sale shown above are in-
cluded in other comprehensive income.

The Company’s investments in Toyota Motor Corporation and
its affiliates amounting to ¥284,345 million ($2,137,932 thousand)
and ¥337,917 million at March 31, 2002 and 2001, respectively,
exceeded 10% of stockholders’ equity.

The recorded investments in impaired loans and related specific
valuation allowances, which were established for all impaired
loans, at March 31, 2002 and 2001 were as follows:

Yen in millions Dollars in
Total Valuation Tota Valuation
recorded allowances recorded allowances
investment -specific investment -specific
2002:
Mortgage loans on real
¥16,726 ¥ 8,264 $125,759 $ 62,135
30,564 15806 229,805 118,842
¥47,290 ¥24,070  $355,564 $180,977
2001:
Mortgage loans on real
EBHALE e ¥20,051 ¥ 9,017
Unsecured loans ............c........ 43,682 16,509
¥63,733 ¥25,526
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In addition, based on the Company’s past experience that it is
probable that a certain percentage of its loans not covered by spe-
cific valuation allowances are impaired at the balance sheet date
even in the absence of specific loss information, the Company es-
tablished unallocated valuation allowances in order to incorporate
loss contingencies underlying the loan portfolio comprehensively.
In determining the amount of these allowances, the Company clas-
sifies loans into three categories based on their current credit qual-
ity, and applies historical loan loss ratios for these respective
categories. The outstanding unallocated valuation allowances were
¥8,675 million (865,226 thousand) and ¥13,393 million at March
31, 2002 and 2001, respectively.

The activity in the valuation allowances for the years ended
March 31, 2002, 2001 and 2000 is presented as follows:

Yen in millions Dollars in thousands

2002 2001 2000 2002
Balance at beginning of
D SOOI ¥38,919 ¥38219 ¥71,067 $292,624
Charges to income (502) 1,731 2,308 (3,774)
Principal charge-offs ............... (5,672)  (1,031) (35,156)  (42,647)
Balance at end of year ............. ¥32,745  ¥38919 ¥38219 $246,203

During the years ended March 31, 2002, 2001 and 2000, the aver-
age recorded investment in impaired loans amounted to ¥55,512
million (3417,384 thousand), ¥67,880 million and ¥77,667 million,
respectively, and interest income recognized and received in cash
on those loans amounted to ¥747 million (35,617 thousand), ¥1,361
million and ¥1,290 million, respectively. At March 31, 2002 and

* 2001, the carrying amount of loans that were non-income producing

during the preceding twelve months amounted to ¥6,527 million
(849,075 thousand) and ¥8,806 million, respectively.

The Company manages its investments to limit credit risks by
diversifying its portfolio among various investment types and in-
dustry sectors. The Company monitors creditworthiness of
counterparties to all financial instruments by using controls that in-
clude credit approvals, limits and other monitory procedures. Col-
lateral often includes pledges of assets, such as stocks and other
assets and guarantees.

4. REINSURANCE

In the ordinary course of business, the Company cedes risks to other
insurers and reinsurers. Reinsurance enables the Company to re-
duce its exposure to large losses in all aspects of its insurance busi-
ness, although it does not relieve the Company of its obligations as
direct insurer of the risks reinsured.
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Prepaid reinsurance premiums represent the portion of premiums
ceded to reinsurers applicable to the unexpired terms of the reinsur-
ance contracts in force. Reinsurance recoverable on losses Tepre-
sents estimates of amounts that will be recovered from reinsurers on
reported and unreported losses and claims and loss adjustment ex-
penses.

The Company is exposed to contingent liability with respect to re-
insurance which would become an actual liability to the extent that
any reinsurer failed to meet its obligations to the Company. Because
of the large amount of funds held by the Company under reinsurance
treaties and the Company’s favorable historical results with the
reinsurers involved, no material amounts were considered uncollect-
" ible and no materal provisions were made for this contingency.

The effect of ceded reinsurance on the consolidated statements of
income for the years ended March 31, 2002, 2001 and 2000 is as
follows:

Yen in millions Dollars in th d:
2002 2001 2000 2002
Property and casuaity:
Premiums written:
DITECt ccovvreicrivnnnne ¥1,509,615 ¥1,468,361 ¥1.431,192 $11,350,488
138,362 94,117 97,186 1,040,316
(266494) (238,571) _ (230,394)  (2,003,714)
Net premiums
written .............. ¥1,381,483  ¥1,323,907 *¥1,297,984 $10,387,090
Premiums eamed:
Direct ..ooovevevcrenrnnne ¥1,436,884 ¥1,449,523 ¥1.413,126 510,803,639
Assumed ....coovoee 128,786 92,236 95,778 968,315
Ceded ..coovrvrivinnnne (222,708)  (231,020)  (227,356)  (1,674,496)
Premiums
eamned............... ¥1,342,962  ¥1,310,739 ¥1,281,548 $10,097,458
Losses, claims incurred:
Direct covvvrcrveennn. ¥ 842,460 ¥ 889,295 ¥ 848664 $ 6,334,285
Assumed ........o.... 89,626 92,823 97,195 673,880
Ceded ............ (195321)  {(202.430)  (202,855)  (1,468,579)
Losses, claims
incurred ............ ¥ 736,765 ¥ 779,688 ¥ 743004 $ 5,539,586
Life:
Premiums earned:
Direct .c.coovvecveennns ¥ 205954 ¥ 130,654 ¥ 130,182 $ 1,548,526
Assumed ............... 0 : 1 — 0
Ceded ..oooennrrennnn (261) (112) (54) (1,962)
Premiums
camed ... ¥ 205,693 ¥ 150,543 ¥ 130,128 $ 1,546,564
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5. DEFERRED POLICY ACQUISITION COSTS

The following sets forth the policy acquisition costs deferred for am-
ortization against future income and the related amortization charged
to income for property and casualty and life insurance operations:

Yen in millions Dollars in thousands

2002 2001 2000 2002
Property and casualty:
Deferred at beginning of year .. ¥232,477 ¥229,725 ¥226,239  $1,747,947
Incurred during year:
Commissions and
brokerage .......ceevvircecrevnnas 227,168 215,447 215,024 1,708,030
Salaries and other
COMPENSAON ...vvereuiienas 115911 116,310 116,040 871,511
Other underwriting costs ..... 83,795 84,589 78993 630,038
426,874 416,346 410,057 3,209,579
659,351 646,071 636,296 4,957,526
Deferred at end of year ........... 240,372 232,477 229,725 1,807,308
Policy acquisition costs ........... 418,979 413,594 406,571 3,150,218
Life:
Deferred at beginning of year.. 73,266 53,530 33,171 550,873
Incurred during year ..........e.... 34,476 28,693 26,500 259,218
107,742 82,223 60,071 810,091
Deferred at end of year ............ 89,709 73,266 53,530 674,504
Policy acquisition costs ........... 18,033 8,957 6,541 135,587
Total policy acquisition costs .. ¥437,012 ¥422 551 ¥413,112  $3,285,805

6. PROPERTY AND EQUIPMENT

A summary of property and equipment is as follows:

Yen in millions Dollars in thousands

2002 2001 2002
Land ..o e ¥ 93,954 ¥ 96989 § 706,423
Buildings ... 228,457 231,311 1,717,725
Furniture and equipment . 40,755 40,589 306,428
Construction in progress .. 24 664 178
Total at cost.vvecrrrrnnnees 363,190 369,553 2,730,754
Less accumulated depreciation ... . 162,768 157,469 1,223,822
Net property and equipment ................. ¥200,422 ¥212,084 81,506,932
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7. LIABILITY FOR UNPAIb LOSSES AND CLAIMS AND
LOSS ADJUSTMENT EXPENSES

The table below is a reconciliation of beginning and ending prop-
erty and casualty insurance balances for unpaid losses and claims
and loss adjustment expenses for the years ended March 31, 2002,
2001 and 2000:

Deferred tax assets and liabilities are measured using enacted tax
rates expected to apply to taxable income in the years in which those
temporary differences are expected to be recovered or settled. The
effect on deferred tax assets and liabilities of a change in tax rates is
recognized in income in the period that includes the enactment date.

Total income taxes for the years ended March 31, 2002, 2001 and
2000 were allocated as follows:

Yen in milliens Dollars in th Yen in millions Dollars in thousands
2002 2001 2000 2002 2002 2001 2000 2002
Balance at beginning of Income before cumulative
YEAL oovveriireasscmieniisenesisrienes ¥655,253 ¥621,389 ¥634,866  $4,926,714 effect of accounting
Less reinsurance changes .......ccoevvvercrennne ¥ 33,416 ¥44359 ¥ 37274 §251,247
recoverables ..., 97,202 98,727  97.572 730,842 Cumulative effect of
Net balance at beginning accounting changes ........... 48,033 — — 361,150
OF YL cvvrvcereererrrenseresirinne 558,051 522,662 537,294 4,195,872 Other comprehensive
Incurred related to: income: L
CUITEN YERE e 802,061 829,097 802,619 6,030,534 Unrealized appreciation
(847 3961 (6853)  (28925) (depreciation) of
securities during the
798,214 833058 795,766 6,001,609 YEAT e oeerrseesess L (118901)  (89,605) 88,778  (893992)
Paid related to: Minimum pension
Current year 481,710 519,627 507,091 3,621,880 liability adjustments ...... (16,860) 2,046 2477 (126,767
Prior years ... 288,158 278,042 303,307 2,166,601 ¥ (54312) ¥43200) ¥128.529  S(08.362)
Total paid 769,868 797,669 810,398 5,788,481
Net balance at end of
YEAL oot seneeenessinaes 586,397 558,051 522,662 4,409,000 The Company is subject to a number of taxes based on income,
Plusreinsurance hich in the aggregate resulted i I tax rate of approxi-
B 89367 97202 98,727 671,932 w 1 the aggregate resultec tn a normat tax rate of approx:
Balance at end of year .......... ¥675,764 ¥655253 ¥621,389  $5,080,932 mately 36% in 2002, 2001 and 2000.

Prior year claims and expenses incurred in the preceding table
resulted principally from settling claims established in earlier acci-
dent years for amounts that differed from expectations.

Besides the amounts referred to above, reinsurance recoverables
inctuded property and casualty paid losses due from reinsurers in
‘the amount of ¥84,826 million ($637,790 thousand) and ¥83,159
million at March 31, 2002 and 2001, respectively.

8. INCOME TAXES

Income taxes are accounted for under the asset and liability method.
Deferred tax assets and liabilities are recognized for the future tax
consequences attributable to differences between the financial state-
ment carrying amounts of existing assets and liabilities and their
respective tax bases and operating loss and tax credit carryforwards.
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The effective tax rates of the Company for the years ended March
31, 2002, 2001 and 2000 differ from the Japanese normal income
tax rates for the following reasons:

2002 2001 2000
Japanese normal income tax rate .......... 36.0% 36.0% 36.0%
Tax credit for dividends received ......... (7.1) @47 4.8)
Expenses not dedugtible for tax
PUIPOSES ©evoveeervrmmeerisisernensssesescssassenene 1.2 1.2 1.4
(071,157 OO 0.7 0.8 (1.3)
Effective tax rate .......cooresvcinicrininiens 30.8% 33.3% 31.3%

The tax effects of temporary differences that give rise to signifi-
cant portions of the deferred tax assets and deferred tax liabilities at
March 31, 2002 and 2001 are presented below:
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Yen in mitlions Dollars in th
2002 2001 2002
Deferred tax assets:
Unpaid and unreported losses ..... ¥ 55,268 ¥ 46,211 § 415,549
Retirement and severance
benefit .ovrecieicnire s 34,467 29,010 259,150
Reserve for compulsory
automobile lability
INSUFANCE .ovoveverveee e 12,518 16,734 94,120
Minimum pension liability
AdjuStMEDtS ...c.coverinnccirenenns 28,094 11,234 211,233
Derivatives .o 24,160 1,314 181,654
Other .....cocveeeeoreirrcereer e 49,842 39,729 374,752
Total deferred tax assets ......... 204,349 144,232 1,536,458
Deferred tax liabilities:
Tax deductible reserves .............. (8,956) (8,959) (67,338)
Deferred policy acquisition
(118,543)  (110,158) (891,301)
(74,977) (7,700) (563,737)
(24,111) {29,024) (181,285)
Total deferred tax liabilities ...  (226,587)  (155,841)  (1,703,661)
Net deferred tax liabilities
before deferred taxes
on unrealized appreciation
of SeCUrities ....o.coveevnvieeninns (22,238) (11,609) (167,203)
Deferred taxes on unrealized
appreciation of securities ........... (509,704) (628,605)  (3,832,361)
Net deferred tax liabilities ...... (531,942) (640,214) (3,999,564)
[ncome taxes currently payable ......  {43,758) (5,264) (329,007)
Income tax liability .......coconvenns ¥(575,700) ¥(645.478) $(4,328,571)

The Company has not provided a valuation allowance for the de-
ferred tax assets at March 31, 2002 and 2001. Management believes
that it is more likely than not that the Company will realize the ben-
efit of the deferred tax assets. While there are no assurances that this
benefit will be realized, the Company expects sufficient taxable in-
come in the future, based on its historical record and expected future
results to realize the benefit of the deferred tax assets.

9. RETIREMENT AND SEVERANCE BENEFITS

Employees of the Company are covered by the defined retirement
and severance benefit plans describéd below.

Tokio Marine has an unfunded lump-sum payment retirement
plan covering substantially all emp‘]oyees. Under the plan, employ-
ees are entitled to lump-sum payments based on points, which are
accumulated each year by the employees’ rank, length of service
and certain other factors, upon retirement or termination of employ-
ment for reasons other than dismissal for cause. Directors and statu-
tory auditors are covered by a separate plan. It is not the policy of
management to fund the retirement and severance benefits de-
scribed above.
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Tokio Marine also has a funded pension plan covering substan-
tially all employees who meet age and service requirements. The
plan covers a portion of the welfare pension plan administered by
the Japanese govemment.

In accordance with SFAS No. 87, “Employers’ Accounting for
Pensions,” the net periodic benefit costs of the funded pension plan
in 2002, 2001 and 2000 were calculated using the unit credit actu-
arial cost method.

Reconciliations of beginning and ending balances of the benefit
obligations and the fair value of the plan assets are as follows:

Yen in millions Dollars in thousands

2002 2001 2002
Change in benefit obligation:
Benefit obligation at beginning
OF YEAT 1o ¥ 338,858 ¥310,374 $2,547,805
SErVICE COSt .vvarriiireeiriieeriee st enirens 15,494 15,301 116,496
INLETESt COSE ..ovvvemeirivrrrcnreinrerisinnine e 11,389 9,060 85,632
Plan participants’ contributions 2,115 2,097 15,902
AMEnAMEntS ....ovuveerercenirerreenensererenne 39,576 2,319) 297,564
Actuarial 0SS ....c.ccoveeiueerermiircererinrnennns 35,808 15,599 269,233
Benefits paid ........ccoocvverveccimveennennn. _ (12,290)  (11,254) (92,406)
Benefit obligation at end of year .......... ¥430,950 ¥338858 $3,240,226
Change in plan assets:
Fair value of plan assets at beginning
Of YEAI ..ecericmirere it cnrarereae ¥ 137,667 ¥130,092 $1,035090
Actual return on plan assets .......c.cocecene (377 257 (2,834)
Employer contributions ......occvreernens 9,345 8,893 70,263
Plan participants’ contributions 2,115 2,097 15,902
Benefits paid ..c.ov.ecvevcrinrserecnsienne (4,040) (3,672) (30,376)
Fair value of plan assets at end
Of YEAL et ¥ 144,710 ¥ 137,667 § 1,088,045
Funded status ..........cccouriievvvrcrinrarennnns ¥(286,240) ¥(201,191) $(2,152,181)
Unrecognized net actuarial loss 126,365 91,388 950,113
Unrecognized prior service cost .. 31,340 (5,83%9) 235,639

Net amount recognized ...ooevrverecinees ¥(128,535) ¥(115,642) § (966,429)

Amounts recognized in the statement.
of financial position consist of:

Accrued benefit liability ¥(237,982) ¥(146,846) $(1,789,338)

Intangible asset 31,409 — 236,158

Accumulated other comprehensive

INCOIMIE ot creecrennisiriraebeesasbesie it anen 78,038 31,204 586,751
Net amount recognized ¥(128,535) ¥(115,642) § (966,429)

Significant actuarial assumptions:

Discountrate ...........cooevomncenieenncas 2.5% 3.0%
Rate of salary increase .........cccecovecene 1.8% 1.7%
Expected long-term return

on plan assets ... 2.3% 2.9%
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In 2002, Tokio Marine made‘cenain amendments to its retire-
ment benefit plan as part of the review of its employee compensa-
tion programs. The amendments primarily involved an early
retirement program, by which Tokio Marine expects to reduce over-
all employee costs in the future periods.

The components of net periodic benefit cost for the years ended
March 31, 2002, 2001 and 2000 are as follows:

Yen in millions Dollars in thousands

2002 2001 2000 2002
Components of net periodic
benefit cost:
SETVICE COSt .ovvnrrnriienrarnnca ¥15494  ¥15301 ¥14380  $116,496
Interest oSt ...ovvnnrrnrnriernninns 11,389 9,060 8,635 85,632
Expected return on plan
ASSCLS .oivetreeieniecinie s 3,192) (3,831 (3,091) (24,000)
Amortization of prior
SEIVICE COSt.ovvvvnnirmerrcennas 2,397 217y (62) 18,023
Recognized actuarial foss ... 4,398 3,310 3,774 33,068
Net periodic benefitcost ...... ¥30,486  ¥23.623  ¥23,636 3229219
10. LONG-TERM DEBT

Long-term debt at March 31, 2002 and 2001 comprised the following:

Yen in millions Dollars in thousands

2002 2001 2002

1.47% Japanese yen unsecured bonds,
due September 2005 .........ccoevvvrrierinrenn ¥ 30,000 ¥ 30,000 $225,564
1.96% Japanese yen unsecured bonds,
due December 2009 ..........covvevvericirineen, 50,000 50,000 375,940
2.14% Japanese yen unsecured bonds,
due September 2010 ......ccoooveirrerernriecenne 20,000 20,000 150,376
2.78% Japanese yen unsecured bonds,
due September 2020 ....cccvvvrrernriccnnnns 10,000 10,000 75,188

¥110,000 ¥110,000  $827,068

The proceeds of these bonds were used primarily for general cor-
porate purposes.
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11. FAIR VALUES OF FINANCIAL INSTRUMENTS

SFAS No. 107, “Disclosures about Fair Value of Financial Instru-
ments” requires disclosure of estimated fair value for all financial
instruments. See notel4 for discussion of fair value of derivative
financial instruments. The carrying amounts and fair values of the
Company’s nonderivative financial instruments at March 31, 2002
and 2001 are as follows:

Yen in millions Dollars in thousands

Carrying Fair Carrying Fair
armount value amount vaiue
2002:
Policy [0ans ........ccocoovrersrennnns ¥ 20,615 ¥ 20,615 § 155,000 S 155,000
Mortgage loans on real estate .. 144,323 145,869 1,085,135 1,096,759
Mortgage loans on vessels and
faCilities ..cervviererriereron i 25,061 25,082 188,429 188,586
Collateral and bank-guaranteed
loans 29,800 29,768 224,060 223,820
Unsecured loans .... . 404,419 406,169 3,040,744 3,053,902
Money tTust ....occerevererrreneiennne 76,386 76,386 574,331 574,331
Short-term investments .. 665406 665,406 5,003,053 5,003,053
Long-term debt ...co.cooooocvrrons (110,000) (115257) (827,068)  (866,594)

Yen in millions

Carrying Fair

amount value
2001:
Policy loans ¥ 19,112 ¥ 19,112
Mortgage loans on real estate 164,542 166,772
Mortgage loans on vessels and facilities ...........c....... 29,203 29,338
Collateral and bank-guaranteed loans . 36,650 36,710
Unsecured 10aNS vovvveroiesrcnineererinros s 485,655 489,532
MONEY ITUSE ...ouiciiiriranreanrnererirarererseasmsasesesesaesnsas seees 87,578 87,578
Short-term investments .. 803,431 803,431
Long-term debt.......ccocoovievriie e (110,000) (116,801)

The following methods and assumptions were used by the Com-
pany in estimating the fair values of its nonderivative financial in-
struments:

Cash and cash equivalents, accrued investment income (included in
other assets), premiums receivable and agents’ balances, reinsur-
ance recoverable on losses and ceded reinsurance balances payable
The carrying amounts approximate fair values due to the short ma-
turity of these instruments.
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Fixed maturities and equity securities
The carrying amounts and fair values of fixed maturities and equity
securities are disclosed in note 3.

Policy loans

The carrying amounts of floating-rate policy loans approximate
their fair values as the interest rates charged on those instruments
are designed so that they would be adjusted periodically to reflect
changes in overall market interest rates.

Mortgage loans on real estate, other long-term investments and
short-term investments

The fair values for these financial instruments are estimated based
on the quoted market prices for these or similar instruments. For
financial instruments for which quoted market prices are not avail-
able, fair values are estimated using discounted cash flow analysis
and interest rates currently being offered for similar loans to bor-
rowers with similar credit ratings or for similar deposits.

Long-term debt

The fair values for long-term debt are estimated using their market
prices. For long-term debt on which quoted market prices are not
available, the fair values are estimated using discounted cash flow
analysis, based on the Company’s current borrowing rate for similar
types of borrowings.

Limitations

Fair value estimates are made at a specific point in time, based on
relevant market information and information about the financial in-
struments. These estimates are subjective in nature and involve un-
certainties and matters of significant judgment and therefore cannot
be determined with precision. Changes in assumptions could sig-
nificantly affect the estimates: -
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12. STATUTORY CAPITAL AND DIVIDEND AVAILABILITY

(a) Legal Reserve

The Insurance Business Law of Japan, as amended, requires that an
amount equal to at least 20% of appropriations of retained earnings
paid in cash be set aside as a legal reserve until an aggregated
amount of additional paid-in capital and the legal reserve equals
stated capital. This reserve is not available for dividends but may be
used to reduce a deficit or may be transferred to stated capital.

(b) Dividend Availability

The Company is subject to regulatory restrictions on the amount of
dividends distributable to its stockholders. The amount of retained
earnings available for dividends is based on the amount recorded on
the Company’s non-consolidated statutory books of account in accor-
dance with Japanese GAAP. The adjustments included in the accom-
panying consolidated financial statements to have them conform with
U.S. GAAP, but not recorded in the books of account, have no effect
on the determination of the amount available for dividends.

Cash dividends charged to unappropriated retained earnings rep-
resent dividends paid. Provision has not been made in the accompa-
nying consolidated balance sheet as of March 31, 2002 for
dividends subsequently proposed to the Company’s sole stock-
holder, Millea Holdings, by the Board of Directors in the aggregate
amount of ¥13,167 million (99,000 thousand).

The Company is required to maintain adequate solvency margins
for Japanese regulatory authorities. At March 31, 2002, the Com-
pany had sufficient capital surplus in its non-consolidated statutory
stockholders’ equity to satisfy the solvency margin requirements.

13. COMMITMENTS AND CONTINGENT LIABILITIES

At March 31, 2002, commitments outstanding for the purchase of
property and equipment approximated ¥20,350 million ($153,008
thousand).

The Company occupies certain offices and other facilities and
uses certain equipment under cancelable lease arrangements. Rental
expenses for the years ended March 31, 2002, 2001 and 2000 aggre-
gated ¥17,427 million ($131,030 thousand), ¥18,515 million and
¥18,682 million, respectively.
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Guarantees are used in various transactions to enhance credit
standing of the Company’s customers. They represent irrevocable
assurances that the Company will make payment in the event that
the customer fails to fulfill its obligation to third parties. The Com-
pany had guarantees outstanding relating to the financial transac-
tions including asset backed securities amounting to ¥39,113
million ($294,083 thousand) and ¥67,160 million at March 31,
2002 and 2001, respectively. See note 14 for the discussion on
credit default swaps, which had been accounted for as guarantees
prior to the adoption of SFAS No.133.

In the ordinary course of business, the Company is involved in
various legal proceedings. Although there can be no assurances, as

“of March 31, 2002, the Company believes, based on information
currently available, that the ultimate resolution of these legal pro-
ceedings would not be likely to have a material adverse effect on its
results of operations, financial condition or liquidity.

14. DERIVATIVE FINANCIAL INSTRUMENTS

The Company utilizes derivative financial instruments in its normal
course of business (a) to manage interest rate risk, (b) to manage
foreign exchange risk and (c) for other purposes. Although some
types of these derivatives economically hedge the Company’s risk
exposure, they do not qualify for hedge accounting under SFAS
No.133. All derivatives are recognized on the consolidated balance
sheets at fair value as “derivative assets” or “derivative liabilities,”
with the changes in fair value recognized currently in earnings as
“losses on derivatives.”

(a) Derivatives used for interest rate risk management

The Company uses interest rate swaps to manage interest rate expo-
sures arising from mismatches between assets and liabilities (in-
cluding duration mismatches). The Company’s insurance liabilities
that bear credited interest rates, mainly those relating to deposit-
type insurance and life insurance, are exposed to the risk of declines
in interest rates. The Company’s strategy is to match the interest rate
characteristics and duration of those liabilities with those of in-
vested assets through its asset liat;ility management, including the
use of interest rate swaps. An interest rate swap is an agreement,
generally, to exchange fixed and floating rate interest payments
without exchange of the underlying principal.
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Upon adoption of SFAS No.133 at April 1, 2001, the interest rate
swaps used for this purpose do not qualify for hedge accounting,
and the Company recognized a net-of-tax cumulative-effect-type
gain of ¥93,907 million (§706,068 thousand) on April 1, 2001.

(b) Derivatives used for foreign exchange risk management

The Company is exposed to foreign currency exposures arising
mainly from foreign currency fixed maturity investments and foreign
currency receivables/payables in relation to hull and marine cargo in-
surance and certain reinsurance. The Company uses foreign exchange
derivatives, such as foreign exchange forwards and cross-currency
swaps, to effectively manage those foreign currency exposures. A
foreign exchange forward is an agreement to exchange different cur-
rencies at a specific future date. A cross-currency swap is an agree-
ment to exchange coupon payments in one currency for coupon
payments in another currency, where the principal amount of each
currency is generally exchanged at the beginning and end of the term.

(c) Derivatives used for other purposes
The Company enters into credit default swaps as an alternative to
credit insurance it provides. A credit default swap is a contract that
provides the buyer with protection against the risk of a default by
the reference entity in return for periodic payments to the seller.
Prior to the adoption of SFAS No.133, the Company had treated
credit default swaps as guarantees. In accordance with SFAS
No.133, the Company now accounts for them as denivatives, which
are recognized at fair value.

The Company uses bond futures, equity index futures and other
instruments to manage market risks.

The Company uses foreign exchange forwards, bond futures, eq-
uity index options, equity index futures and other instruments to
earn investment returns.
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The fair values of the Compﬁny’s derivative financial instru-
ments, which are equal to the carrying amounts, at March 31, 2002
are as follows:

Yen in millions Dollars in th
Fair value
Assets Liabilities Assets Liabitities

2002:
Interest rate Swaps ............... ¥202,390 ¥(53,348) $1,521,729 $(401,113)
Foreign exchange forwards . 582 (15,633) 4376 (117,541)
Currency swaps ........ovveeni 216 (9,883) 1,624 (74,308)
Credit default swaps 3,639 (14,061) 27,361  (105,722)
Bond futures................. 61 (354) 459 (2,662)
Equity index options ... 211 (168) 1,586 (1,263)
Equity index futures .... 113 (214) 850 (1,609)
Other .o — 31) — (233)

Total derivatives........... ¥207,212 ¥(93,692) $1,557,985 $(704,451)

The carrying amounts and the fair values of the Company’s de
rivative financial instruments at March 31, 2001 are as follows:

Yen in millions

Carrying amount Fair value
Assets Liabilities Assets Ligbilities

2001:

Interest rate SWaps ............... ¥ — ¥ — ¥200,743 ¥ (49,491)
Foreign exchange forwards . — — 83 (8,686)
Currency SWaps .......cocouvieeene — - 1,746 (9,916)
Credit default swaps — —_ 1,664 (3,665)
Bond futures................ — — — 3)
Equity index options .. 201 a7y 83 (70)
Equity index futures ........... — — 1,936 (403)

The following methods and assumptions were used by the
Company in estimating the fair values of its derivative financial in-
struments:

[nterest rate swaps

The fair values of interest rate swaps are based on the estimated
present values the Company would receive or pay to terminate
agreements, taking into consideration current interest rates and the
current creditworthiness of the counterparties.

Foreign exchange forwards and currency swaps

The fair values of foreign exchange derivatives including forwards
and currency swaps are estimated by obtaining current market
quotes from banks.
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Credit defauit swaps

The fair values of credit default swaps are estimated by obtaining
current market quotes from counterparties, if available. If quoted
market prices are not available, as is the case primarily with credit
default swaps on pool of multiple reference assets, then the fair
value is based upon estimates calculated by the Company’s internal
model reflecting prevailing market conditions and certain other fac-
tors relating to the structure of the transaction.

Equity index futures and options, and bond futures
The fair values of equity index futures, equity index options and
bond futures are based on the official market quotes.

Limitations

Fair value estimates are made at a specific point in time, based on
relevant market information and information about the financial in-
struments. These estimates are subjective in nature and involve un-
certainties and matters of significant judgment and therefore cannot
be determined with precision. Changes in assumptions could sig-
nificantly affect the estimates.

The notional/contract amounts of the derivatives the Company
held at March 31, 2001 were: ¥3,680,600 million for interest rate
swaps; ¥5,026 million for foreign exchange forwards to purchase
foreign currencies; ¥142,908 million for foreign exchange forwards
to sell foreign' currencies; ¥81,357 million for currency swaps;
¥111,474 million for credit default swaps purchased; ¥312,452 mil-
lion for credit default swaps sold; ¥6,953 million for bond futures
purchased; ¥200 million for equity index options purchased; ¥172
million for equity index options sold; ¥44,786 million for equity
index futures purchased; and ¥23,082 million for equity index fu-
tures sold.
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15. BUSINESS SEGMENTS

The Company is organized according to products and services
which it offers. This structure is considered in the identification of
its two reportable segments. These segments and their respective
operations are as follows:

Property and Casualty

Property and Casualty segment writes marine, fire and casualty, au-
tomobile and allied lines of insurance principally covering risks lo-
cated in Japan and hull and cargo risks for Japanese businesses. The
Company evaluates the results of this segment based upon premium
income and underwriting results.

Life

Life insurance products primarily include whole-life insurance. The
Company evaluates the results of this segment based upon amounts
of policies and net income.

The accounting policies of the business segments are the same as
those described in the notes to consolidated financial statements.
The effects of the elimination of certain intersegment transactions
are included in the Property and Casualty segment result.

The following are income and asset data for the Company’s busi-
ness segments for the years ended March 31, 2002, 2001 and 2000.
See note 2 for discussion of restatement.

Yen in millions

Property

and Casualty Life Consolidated
2002:
Operating income:
Property and casualty:
Net premiums written ............... ¥1,381,483 ¥ — ¥ 1,381,483
Less increase in uneamed
PIEMUUMS .ovvvovveerececremrereresenne 38,521 — 38,521
Premiums earned .........c.coovoruunee 1,342,962 — 1342962
Life premiums .......ocoveererrencirirnniens — 205,693 205,693
Net investment income .............o.... 37,964 10,295 48,259
Realized gains (losses) on
investments (1,384) 364 (1,020)
Gains (losses) on derivatives ......... (20,847) 13,528 (7,319)
Total operating income .... 1,358,695 229,880 1,588,575
Operating costs and expenses:
Losses, claims and loss
adjustment eXpenses ..........coceeree. 798,214 —_ 798,214
Policy benefits and losses for life .. — 172,586 172,586
Policy acquisition costs ................ 418,979 18,033 437,012
Other operating expenses ............. 63,751 8,344 72,095
Total operating costs and
EXPENSES .oovicvircrirviriiirenmnaneeans 1,280,944 198,963 1,479,907
Income before income tax
expense and curnulative
effect of accounting
ChANEES .. oevercerrinrretrerinieranene 71,751 30,917 108,668
Income tax expense (benefit):
Current .. 50,070 3,890 53,960
Deferred 27,806) 7,262 (20,544)
22,264 11,152 33,416
Income before cumulative
effect of accounting
Changes ....cccccovmrurenceeccinnnaies 55,487 19,765 75,252
Cumulative effect of accounting
changes, net of tax .........ccruvverercnnns 56,727 28,738 85,465
Netincome .ovocvieeeioeicerinreniraes ¥ 112214 ¥ 48503 ¥ 160,717

Total investments ..........ooueeveeinenns ¥6,068,201 ¥560,624 ¥ 6,628,825

Total aSSets ....coviverrirviiiinrriiinns ¥7,711,187 ¥745,130 ¥ 8,456,317
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Yen in millions

Yen in millions

Propenty Property
and Casualty Life Consolidated and Casualty Life Consolidated
2001 2000:
Operating income: Operating income:
Property and casualty: Property and casualty:
Net premiums written ............... ¥1,323907 ¥ — ¥ 1,323,907 Net premiums written ................ ¥1,297984 ¥ —  ¥1,297,984
Less increase in uneamed Plus decrease in uneamed
PIEMIUMS oovvvvenrererimeeneererannesnnes 13,168 — 13,168 PIEMIUMS woeovieronimieresienrinnnens 16,436 — 16,436
Premiums eamed ...........c.coeanin. 1,310,739 —_ 1,310,739 Premiums eamed ..........o.coocvnnn.. 1,281,548 — 1,281,548
Life premiums ........coecorcrernnrnniennes — 150,543 150,543 Life premiums .....o.oeeevvrveeicrnnnnionn — 130,128 130,128
Net investment income ................. 56,925 12,258 69,183 Net investment income .....oueeecvne 70,816 7,292 78,108
Realized gains on Realized gains (losses) on
INVESITIENLS L.ovvvveereereeeneesseenen 55,859 283 56,142 INVESTMENLS ..ovcvvvcrerrvcernrececnrarenes 23,441 (578 22,863
Total operating income............... 1,423,523 163,084 1,586,607 Total operating income 1,375,805 136,842 1,512,647
Operating costs and expenses: Operating costs and expenses:
Losses, claims and loss Losses, claims and loss
adjustment EXpenses ........coecrerne 833,058 — 833,058 adjustment EXpenses .........ccc.vueene. 795,766 — 795,766
Policy benefits and losses for life .. — 125947 125,947 Policy benefits and losses for life .. — 108,706 108,706
Policy acquisition costs ................. 413,594 8,957 422,551 Policy acquisition COSIS ................. 406,571 6,541 413,112
Other operating eXpenses ............. 66,048 5,969 72,017 Other operating expenses .............. 69,452 6,522 75,974
Total operating costs and Total operating costs and
EXPENISES ..euvrverinrircnrerearmensiracens 1,312,700 140,873 1,453,573 EXPENSES ..vovvirireeerrrvaarerensincnen 1,271,789 121,769 1,393,558
Income before income tax Income before income tax
EXPENSE .ovvievereriervrreraereneninnes 110,823 22,211 133,034 EXPEIISE .vvvivivrersrecnrerirasrerenrerens 104,016 15,073 119,089
Income tax expense: Income tax expense:
Current 9,952 2,934 12,886 1,808 636" 2,444
Deferred ..o 26,301 5,172 31,473 Deferred ....oovvevevr e 29,886 4,944 34,830
36,253 8,106 44,359 31,694 5,580 37,274
NEtinCoOme ..ovvvvvveeeveerirrennrinens ¥ 74570 ¥ 14,105 ¥ 88,675 Net inCOME ....cvverviecrinrereveierienes ¥ 72322 ¥ 9493 ¥ 8I18IS
Total investments .......c.c.coccoeeinrrnnnn. ¥6,417,143 ¥400,801 ¥ 6,817,944 Total investments .......ccccvcevreerinerenns ¥6,502,188 ¥276,807 ¥6,778,995
TOtal ASSELS coueoiv e eeircrinrannreereniavecas ¥7,623,180 ¥490,701 ¥ 8,113,881 Total 8SSELS «.ccviveneecnararanrnrarcnensanens ¥7725888 ¥345577 ¥8,071,465
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Dollars in thousandy

Property
and Casualty Life Consolidated
2002:
Operating income:
Property and casualty:
Net premiums Whinten .......c.ee.n. 310,387,090 3 — $ 10,387,090
Less increase in uneamned
PIEMIUMS .ovevencrniarieienvesienens 289,632 — 289,632
Premiums eamed....................... 10,097,458 — 10,097,458
Life premiums ..oovcvivicvnnirnnns — 1,546,564 1,846,564
Netinvestment income .................. 285,444 77,406 362,850
Realized gains (losses) on
INVESIMENIS ..o (10,406) 2,737 (7,669)
Gains (losses) on derivatives ......... (156,744) 101,714 (55,030)
Total operating income .............. 10,215,752 1,728,421 11,944,173
Operating costs and expenses:
Losses, claims and loss
adjustment eXPenses ......ccevrreeene 6,001,609 — 6,001,609
Policy benefits and losses
fOr e .ooovcrivecncernnccrn s — 1,297,638 1,297,638
Policy acquisition costs ... 3,150,218 135,587 3,285,803
Other operating expenses . 479,331 62,737 542,068
Total operating costs and
CXPETISES -.eovverrcrerraninrrenreenrarsnres 9,631,158 1,495,962 11,127,120
Income before income tax
expense and cumulative
effect of accounting
Changes ..o 584,594 232,459 817,053
Income tax expense (benefit)
CUITENE ..o 376,466 29,248 405,714
Deferred ......cccoureminrcrnecriinnnns (209,069) 54,602 (154,467)
167397 83,850 251247
Income before cumulative
effect of accounting
changes ........cccocivrnivceninsicnnen. 417,197 148,609 565,806
Cumulative effect of accounting
changes, net of taxX .......covccrevcrrianenne 426,519 216,075 642,594
Netincome .....coooviueveevvieneenrenns 843,716 3 364,684 § 1,208,400

Total INVeStMENtS .......c..coovevearerirenns

Total aSSELS vuvvverrieeerenireereerirersens

$ 45,625,571 $4,215,218 $ 49,840,789

$ 57,978,850 $5,602,481 $ 63,581,331
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16. SUBSEQUENT EVENTS

On April 2, 2002, the Company (virtually Tokio Marine) completed
its business combination with Nichido Fire by way of the creation of
a holding company, Millea Holdings, by which each of the two
companies has become a wholly owned subsidiary of Millea Hold-
ings in a statutory share exchange under Japanese law. Nichido Fire,
incorporated in Japan, is a property and casualty insurer which
writes marine, fire and casualty, automobile and allied lines of in-
surance principally covering risks located in Japan and hull and
cargo risks for Japanese business. Under the holding company
structure, the Company and Nichido Fire expect to realize the po-
tential synergies available from integration of their property and ca-
sualty insurance businesses. This includes integration of their
respective products, information technology systems, property and
casualty claims investigation functions and sales office functions.
The combination will be accounted for by the purchase method ina
manner that the Company has acquired Nichido Fire. The results of
operations of Nichido Fire as well as those of the Company will be
included in the financial statements of Millea Holdings for the year
ending March 31, 2003.

Upon the share exchange, Millea Holdings issued 307,356.26
common stock shares, representing approximately 17% of the vot-
ing interests of the holding company, to the stockholders of Nichido
Fire. The value of common stock issued was ¥330,965 million
(82,488,459 thousand), based on the share exchange ratio deter-
mined by the respective share values of the Company and Nichido
Fire on September 29, 2001.

The allocation of the purchase price is summarized as follows:

Al April 2, 2002
Yen in millions Dollars in th d
Investments .....c..ccoovvveereeeens ¥1,661,099 $ 12,489,466
Other assets ....... 588,096 4,421,774
Assets acquired ........... 2,249,195 16,911,240
Policy liabilities and
ACCTUALS o 685,751 5,156,023
[nvestment deposits
by policyholders ................. 614,866 4,623,053
Other liabilities .........c...o...... 281,829 2,119,015
Liabilities assumed ...... 1,582,446 11,898,091
Net assets acquired 666,749 5,013,149
Total purchase price . 330,965 2,488,459
Negative goodwilt ¥ 335,784 $ 2,524,69¢

Negative goodwill arising from the combination will be included
in the results of operations of Millea Holdings for the year ending
March 31, 2003.
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Independent Auditors’ Report

To the Board of Directors and Sfockholders
The Tokio Marine and Fire Insurance Company, Limited:

We have audited the accompanying consolidated balance sheets of The Tokio Marine and Fire Insurance Company, Limited and subsidiaries
as of March 31, 2002 and 2001, and the related consolidated statements of income, stockholders’ equity, cash flows and comprehensive
income for each of the years in the three-year period ended March 31, 2002, all expressed in yen. These consolidated financial statements are
the responsibility of the Company’s management. Our responsibility is to express an opinion on these consolidated financial statements
based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of America. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable basis for our opinion,

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of The
Tokio Marine and Fire Insurance Company, Limited and subsidiaries at March 31, 2002 and 2001, and the results of their operations and
their cash flows for each of the years in the three-year period ended March 31, 2002 in conformity with accounting principles generally
accepted in the United States of America.

As discussed in note 1(g) of the notes to the consolidated financial statements, the Company changed its method of accounting for derivative
instruments and hedging activities in the year ended March 31, 2002. As discussed in note 2 of the notes to the consolidated financial
statements, the accompanying consolidated financial statements for each of the years in the two-year period ended March 31, 2001 have been
restated.

The accompanying consolidated financial statements have been translated into United States dollars solely for the convenience of the reader.

We have recomputed the translation and, in our opinion, the consolidated financial statements expressed in yen have been translated into
United States dollars on the basis set forth in note 1(a) of the notes to the consolidated financial statements.

Kpméb

Tokyo, Japan
July 31, 2002
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Financial Section: Nichido Fire

Net premiums written of property and casualty insurance amounted to ¥371 billion, a

| decrease of 1.5% from the previous fiscal year, mainly due to the decrease in premiums of
fire and allied lines. Net premiums.earned amounted to ¥369 billion, a decrease of 0.1%
from the previous fiscal year. Life premiums amounted to ¥25 billion, a decrease of 3.5%
from the previous fiscal }@ar;

The ratio of losses and clairns»ineurred and related adjustment expenses to premiums _

»‘ eatned decreased by 1.8 percentage points to 59.1% mainly due to a decrease in fire and
‘allied lines claims.as a result of the absence of major natural disasters.

Due to the decrease ,of the net premiums written, the ratio ot‘ underwriting and
admlmstlatlve expenses mcurred to prenuums written mcreased by 0. 3 percentage point
t0 39.4%.

| As a result; net income from underwntmg, mcludmg life i 1nsurance operations,
amounted to ¥6 billion, ' '

Net investment income decreased by 4.5% to ¥12 billion: Net reahzed gains on
investments decreased to negative ¥16 billion mainly due to the i increase in impairments
of equity securities reflecting the sluggish Japariese equity market Net income amounted
to ¥0.4 billion, a decrease of 97.3% from the previous fiscal year. Net income per share
was ¥0.80, compared with ¥29.32 the fiscal year before.

Investment assets decreased by 12-.9%t0 ¥1,656 billion and total assets decreased by -
6.4% to ¥2,225 billion. Stockholders’ equity decreased by 9‘3%. to ¥694 billion.
Stockholders’ equity asa perCentage of total assets decreased from 32.1% of the previous
fiscal year to 31.2%. ‘ ' ‘

Net Premiums Written. Net Investment Income. Net Income ) Total Assets
(Yen in billions) . ) (Yenin bil).ions_)v . (Yen in billions) (Yen in billions)

m2 -

04

-
‘0l '02

'00
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Net Premiums Written
and Loss Ratios
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The Nichido Fire and Marine [nsurance Company, Limited and subsidiaries

Analysis of Insurance Premiums Written—Property and Casualty

Yen in millions

Years ended March 31 - 2002 2001 2000
Hull:
Direct premiums WIIHEN .....cc.corvereeiiemerernninrine s seearesesenencees ¥ 683 ¥ 648 ¥ 732
ReInsurance premiums aSSUIMEA .......ccveveirerirreriireiesinresier e eesnseseninassnessesasens 645 488 520
Reinsurance premiums ceded .........co.cverriiieviiiiieene e 728 605 589
Net Premitms WIILEI ......cccoverirereiireinie et sre s aes s s s benssenis 603 531 663
Ratiotototal Al HiReS .....covicveeiiie e, 0.16% 0.14% 0.17%
Cargo and Transit:
Direct Premiums WIIHETL ..o.vvvirevvecoieeircerinieresrecoresensesusessaaresessesassssessncesessnresans ¥ 2,506 ¥ 2,032 ¥ 2499
Reinsurance premiums asSUmea ........ccocoiererurreeeernrncrecomienen e rcenseneaaes 581 503 448
Reinsurance premiums ceded ...........covvriinciiiiii e 831 904 900
Net PrEMIUIMS WIIEI .coveviviiniiviciieeirieirie st srer e csieston e e 2,256 2,231 2,047
Ratio t0 total A1 HNES ..o 0.61% 0.59% 0.53%
Fire and Allied Lines:
DHrect préemiums WITEIL .......cooocereieererireirnrercnrecnmierereeeecreessees e snie s nenens ¥ 87,952 ¥ 93,559 ¥ 95,373
Reinsurance premiums aSSUMEQ ........cccovvrvrienrariieirenimnierenrenene e reseeresne 5,312 5,337 5,182
Reinsurance premiums ceded ........covvvererriievrevcons e \ 19,839 19,604 19,326
NEt PremMIUIMS WITEET c..ouviveeireiiei et ciene e ernen e st e e srne st e sae e an s 73,425 79,292 81,229
Ratio to total all HINES ....vei v e e 19.78% 21.05% 21.22%
Automobile:
Direct premitms WEIHEEIL .......coviirereoeeiniiieei oo neesenes e eeensaesescsesessesensnees ¥212,895 ¥212,248 ¥212,678
Reinsurance prermiums aSSUMEM .......veveueirieriaernnireieris e seerne e e sanerens 2,315 423 475
Reinsurance premiums ceded .........c.ooccoirieiririniciicronet et e 6,145 3,768 3,833
Net PremMiUmMS WITHEI .....covveiiirnrcnienieienir e rere e e recsesesesrerecssesnessens 209,065 208,903 209,320
RAti0 10 total BLINES «...oveiiiieis ittt bt st es s era e s 56.33% 55.45% 54.68%
Personal Accident:
Direct premitms WIIEETL .......c.oe i iirecrrieccreneriee e mecnenensinec e e necnee ¥ 30,878 ¥ 31,671 ¥ 35,765
Reinsurance premiums assUmEd ...ovvveerrin i neereces e e ere s 356 383 392
Reinsurance premiums Ceded.......ccovvreeriviinieniee i e e 338 283 263
INEt PIEMIUMS WIITEI ...ocvevrreiriiiciiiiieeraceerirs s sbesnaeesnre et eeesber e es et ereneerneesaenen 30,896 31,771 35,894
Ratio to total All lINES ......ccoovvveeiiiiricicericee e es e 8.32% 8.43% 9.38%
Other:
Direct premitms WITHEI .......cooveereeerreennrieiec e et e sesenes ¥ 22,607 ¥ 20,812 ¥ 20,888
Reinsurance premiums assUmed .....ccocevveirniiiiiiniiiiineen e 3611 2,116 2,202
Reinsurance premiums ceded .......ocvveiviniririnni e 7,252 4,480 4,532
INEEPrEMIUMS WIITEETL ..coeviviierirenrenieceree e et nec e encenensnese s mesnenas 18,966 18,448 18,558
Ratio to total all HNES ......cooveieiiiiviie ettt 5.11% 4.90% 4.85%
Total (excluding compulsory automobile liability):
Direct premiums WIIHEN .......c.oovirmeuireirenieerereeec e ees s ¥357,521 ¥361,570 ¥367,935
Reinsurance premiums assumed .........cccccvereienicninreiniinnicc s 12,820 9,250 9,219
Reinsurance premiums ceded ........ocooivrriiiiieeinriiire e e e 35,130 29,644 29,443
INEt PIEMIUMS WIITETL ...vviviseveierecrc et e enec e 335,211 341,176 347,711
Ratio to total AlLINES ..oc.oooiviieeiiiice et et s 90.31% 90.56% 90.83%
Compulsory Automobile Liability:
Direct premiums written ............ TSRO e ¥ 60,056 ¥ 59,497 ¥ 59,760
Reinsurance premiums asSUMEd .........ovoovveireieerireniniiseereesceesscne s ereeennece 18,604 18,347 17,752
Reinsurance premiums ceded .........ccoouimininieininc e 42,701 42289 42,408
NEt Premiums WIHED ...oooeiiiiiic e rreerees e s nie s oo reen e sessnsresenne 35,959 35,555 35,104
Ratio to total @1 HINES .....o.ovviieie e 9.69% 9.44% 9.17%
Total All Lines:
Direct premitms WIITTEN .o.ocvviiiieiriiercie et sessee s ¥417,577 ¥421,067 ¥427,695
Reinsurance premiums assumed .........ooveevvreneiieiirnemniencecoie e erennene s 31,424 27,597 26,971
Reinsurance premiums ceded.........ccoovieriureinveicciree s s 77,831 71,933 71,851
NEt PrEMIUMS WIIEN 1.ovvviiiieeeirieiearaesasessieese s srstsssssesnsbesesassssass ssssesaasass 371,170 376,731 382,815
Ratio t0 total A1 HNES ...t ieee ettt ceneneneen 100.00% 100.00% 100.00%
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The Nichido Fire and Marine Insurance Company, Limited and subsidiaries

Loss and Expense Ratios—Property and Casualty

(1) All Classes Other than Compulsory Automobile Liability:

Yen in millions

Years ended March 31 B 2002 2001 2000
Hull:
Net Premitms WITHEIN ....c....oc.vvevuiiriiriirieerer et ees e e ¥ 603 ¥ 531 ¥ 663
Premiums €amMed ..........ccoiiivieieieienir et st 578 502 663
LOSSESINCUITEA ...oovveeececiiieie e et eeb e es b eassas e es st ean et seesren 438 449 499
LOSSTALIO 1.ueutiviiieeiic ittt et et seeva bt eaa bt ea e ere et e s naa s 75.8% 89.4% 75.3%
Cargo and Transit:
Net premiums WITHEN ...c.ocovivriieiiin e e ereeicrcee s e ¥ 2,256 ¥ 2231 ¥ 2,047
Premiums €aIMEA ......cocoveiieeiireireeiieceei et ceae e eae st e et eanenens 2,257 2,148 2,090
LOSSESINCUITED ......ovieitieieiceie et ettt s et ev e sen sttt et st ers oo 1,406 1,238 1,017
LOSS TAIO tvieeni ettt ettt sre et 62.3% 57.6% 48.7%
Fire and Allied Lines:
NEt Premiums WIEN ....occcooiriieiiiiriienencere e st e s er v e ¥ 73,425 ¥ 79,292 ¥ 81,229
PremiUmS €AMMEA . ..ovveveieeeiereciieeeer et steses e essests st aeneesabeeses st esbesversanees 70,202 72,093 74,521
LOSSESINCUITEA ..o ettt ettt et enseaeas 25,776 32,410 36,517
LLOSS TALIO 11ivivteeiir it rei et e st cr et et sbe et e e e aensetesbe st e sae b et ere s e reanes 36.7% 45.0% 49.0%
Automobile:
Net Premiums WITHEI ......c..ovevvreerireeriirecrnrere ettt srec e ser e ¥209,065 ¥208,903 ¥209,320
PIeMIUMS CAMEQ ....voveivevireiereererreree ettt saeteeeasetare vt bessaseressatensaresesaens 210,976 210,285 209,379
LOSSESICUITED ....ovecvveviiriiiiiies ettt sttt e eba st s s sr e 124,049 126,662 122,637
LLOSS TALIO 1. vetvetieieiterie e et ceecte et ete st et easeseebeensatensaeres e eesenrnresaesen e e 58.8% 60.2% 58.6%
Personal Accident:
NEt PreMIUMS WIIEI c.vvevviiiriieiine vt cerena e et e es e secenaconees ¥ 30,896 ¥ 31,771 ¥ 35,894
PremiUms €aMEa .........vooveviiee ettt s ene e 31,428 31,341 33,326
LOSSESIMCUITE 1vooiiie et ettt st st be b e et e ebe st ar e ereavas 16,027 13,863 14,041
LLOSS TAIIO 1. cvvieeeveeiieee et cerea it ere s es e save s evessn et stesmn s s e sbenreseaneabesnesienrennnasen 51.0% 44 2% 42.1%
Other: ‘
INet PrEMIUMS WITHEIE ...oocevvieiiiicier it ee et e st onesnan ¥ 18,966 ¥ 18,448 ¥ 18,558
PremIUmMS €AIMEA .....ocveeviiiviiii ittt cte et crte e s eesreseesessaeseasbasseenseseeeenente reeares 18,374 18,016 18,797
LOSSESINCUITEA ...ttt ba et e sneere b srestaersrareesbaen 11,686 12,304 10,584
LLOSS FALLO tveiviitieeeeteeisereeesessrte s estetesesssesensssseesanssese saesbessentesaasesssssassrnsesass 63.6% 68.3% 56.3%
Total: .
INEt PrEMIUITIS WITHEI ..ot creeec et ee e aese e esesass e beeesnee e snaa ¥335,211 ¥341,176 ¥347,711
Premiums €aIMeEd ......coovvviivieieie e ettt er e e et eans 333,815 334,385 338,776
L OSSESINCUITEM c.vvvvieivieeiiic it eete ettt e b e s eena e eneeseateebeebessnes b neteer et maanses s 179,382 186,926 185,295
LOSSTALIO 1. eivieiveiiiite ettt eses et ras e et e sbe e e e et aat e enr e e e 53.7% 55.9% 54.7%
Loss adjustment expenses incurred—unallocated ...........ccccecoomineiiiiniiicnninnne ¥ 12,340 ¥ 11,776 ¥ 12,364
Ratio of losses and loss adjustment expenses incurred to premiums earned.......... 57.4% 59.4% 58.3%
Underwriting and administrative expenses inCured .........coooeeecverinceciienrieecnns ¥133,586 ¥134,973 ¥142,485
Ratio of underwriting and administrative expenses incurred to premiums Written 39.9% 39.6% 41.0%
Combined 108s and EXPENSE TAHO .....ocvireeerierierriiiarireiieieereseaerersesrcsncissrcsnees 97.3% 99.0% 99.3%
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Loss and Expense Ratios—Property and Casualty—(Continued)

(2) Compulsory Automobile Liability:

Yen in millions

Years ended March 31 : 2002 2001 2000
Net PTEMIUIMS WITHEIL ....cvcere e e et en e ¥ 35,959 ¥ 35,555 ¥ 35,104
PremiUmS EaITIEA ........covoiveiiviireeieeieeeitesere e teses s eteas b e erseaebatssateeatesaessecsbeebesrbecnnie 35,285 35,095 35,087
LLOSSES IICUITEA 1.voveurivcieieie et e es e e sssse s seasasesbese e se s arasesssr s s abasassenesnsasns 23,174 23,051 22,281
LOSS TALIO c1.eve ittt ettt et beb st sa e e neesne e er e 65.7% 65.7% 63.5%
Loss adjustment expenses incurred—unallocated ... ¥ 3397 ¥ 3,409 ¥ 3,098
Ratio of losses and loss adjustment expenses incurred to premiums eamed ......... 75.3% 75.4% 72.3%
Underwriting and administrative eXpenses INCWITEd .............coevevrvcnrnnieiceennnnes ¥ 12,809 ¥ 12,325 ¥ 13,539
Ratio of underwriting and administrative expenses incurred to premiums written .. 35.6% 34.7% 38.6%
Combined 108s and eXpense ratio .........ocveeeivivccrreireeini e 110.9% 110.1% 110.9%
(3) All Classes:
Yen in millions
Years ended March 31 2002 2001 2000
Net Premiums WIHEN ... e s ¥371,170 ¥376,731 ¥382,815
Premiums €amed .........cooveirenine et e 369,100 369,480 373,863
LL0SSES INCUITEX .....oovviceeice et et e ene s 202,556 209,977 207,576
LLOSS TALIO ..vvvievereveeieveret et ee e s e e rea oo ras e ere e aar et e e besebernan et sssenesecoensas 54.9% 56.8% 55.5%
Loss adjustment expenses incurred—unallocated .............ccocoviiiniiinnnen ¥ 15,737 ¥ 15,185 ¥ 15,462
Ratio of losses and loss adjustrent expenses incurred to premiums eamned ......... 59.1% 60.9% 59.7%
Underwriting and administrative expenses INCWITEd ...........covevernrironiiecneen e, ¥146,395 ¥147297 ¥156,025
Ratio of underwriting and administrative expenses incurred to premiums written .. 39.4% 39.1% 40.8%
Combined loss and EXpense TAtO ..........ococciorviiieinine et ceenebcrsie s 98.5% 100.0% 100.5%

These tabulations set forth information with respect to the property and casualty loss and expense ratios of the Company for the last three fiscal years. Loss ratios represent the ratio
of.losses incurred to premiums earned.
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Investments
Yen in millions
% of Total Value Shown % of Total
Cost Investments on Balance Sheet Investments
March 31, 2002 and 2001 2002 2001 2002 2001 2002 2001 2002 2001
Securities held to maturity:
Fixed maturities:
Bonds and notes:
Govemnment and government
agencies and authorities:
Other than United States ............. ¥ 9,307 ¥ — 0.71% —%¥ 9307 ¥ — 0.56% —%
Total fixed maturities held to
MALUTILY «ooooiinerireerrerene e evennes 9,307 — 0.71 — 9,307 —  0.56 —
Securities available for sale:
Fixed maturities:
Bonds and notes:
Government and government
agencies and authorities:
United States.........ccoeeevverenrennnn 47,943 20,835 3.65 143 53,386 24,579  3.22 1.29
Other ..o 213,985 240,809 1632  16.58 219,622 246,486 1326 1296
' 261,928 261,644 1997  18.01 273,008 271,065 1648 14.25
States, municipalities and political
subdivisions:
Other than United States ............. 12,079 12,320 0.92 0.85 12,597 12,996  0.76 0.68
12,079 12,320 0.92 0.85 12,597 12,996  0.76 0.68
Publicutilities ..........c.ccooemreeernnnnne. 51,543 43,344 3.93 2.98 53,248 45357  3.22 2.38
Convertibles and bonds with
warrants attached ...........cc.ooeena 3,441 2,850 0.26 020 3,659 3,109 0.22 0.16
All other corporate bonds ................ 345,065 337,306 2630 2322 353,759 348,305 2136 18.32
Total bonds and notes ............ccc.e... 674,056 657,464 5138 4526 696,271 680,832 42.04 35.79
Redeemable preferred stock ................ — 30 — 0.00 — 30 —  0.00
Total fixed maturities ............c........ 674,056 657494 5138 4526 696,271 680,862 42.04 35.79
Equity securities:
Common stocks:
Publicutilities .............cocoveirverrenennn, 14,246 8,271 1.09 0.57 22,466 20,888 1.36 1.10
Banks, trust and insurance
COMPATIES 1.ccvoverreeervereverevrererresennns 95,772 139,861 7.30 9.63 137,804 183,034 832 9.62
Industrial, miscellaneous and all
Other ..o 288,300 263,746 2198 18.16 560,644 634,055 33.85 3334
Total common Stocks ........c.ccoevnnee.. 398,318 411,878 3037 28.36 720,914 837,977 43.53 44.06
Nonredeemable preferred stocks ......... 8,030 — 0.61 —_ 8,030 _— 0.48 —
Total equity securities ............co.oc.... 406,348 411,878 3098 2836 728,944 837,977 44.01 44.06
Total securities available forsale .... 1,080,404 1,069,372 8236 73.62 1,425215 1,518,839 86.05 7985
Mortgage loans on real estate .................. 18,790 23,698 1.43 1.63 18,790 23,698 1.13 1.25
Real estate—investment properties ......... 8,293 8284  0.63 0.57 8,293 8284 050 044
Policy 10aNS ....ceooveeeerrrnrirrierinne. TR 5,466 5,559 0.42 0.38 5,466 5,559 033 0.29
Other long-term investments......... e 167,933 209,605 12.80 1443 167,525 209,657 1012 11.02
Short-term iNVestments ........c.ccerneeenes 21,625 136,055 1.65 9.37 21,625 136,071 1.31 7.15
Total investments............coccovevveenne ¥1,311,818 #¥1452,573 100.00% 100.00%¥1,656,221 ¥1,902,108 100.00% 100.00%
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Consolidated Statements of Income

Years ended March 31, 2002, 2001 and 2000

Yen in millions,
except per share amounts

Dollars in thousands,
except per share amounts

2002 2001 2000 2002
Operating income:
Property and casualty:
Net premiums Written (NOtE 3) .ovcvervivererineirenerieneerrenennss ¥ 371,170 ¥ 376,731 382,815 $ 2,790,752
Less increase in unearned premitms .......co.eoveveneeeenenennnnn, 2,070 7,251 8,952 15,564
Premiums earned (O 3) ...oovveini it 369,100 369,480 373,863 2,775,188
Life preminms (TI01€ 3) .ccciirriiirraaimraranenrnancsesessessneasences 25,074 25,990 23,483 188,527
Net investment inCOmMe (NOLE 2) ..cvvvivverieiicniaiesesinessanssesaes 12,329 12,914 11,387 92,699
Realized gains (losses) on investments (note 2) ......c.ccceenenes (16,361) 6,839 14,245 (123,015)
Total operating income .......cccovvvevmrrmerenonniiieninns 390,142 415,223 422,978 2,933,399
Operating costs and expenses:
Losses, claims and loss adjustment expenses (notes 3 and 6):
Losses and claims incurred and provided for .......c.oervernee, 202,556 209,977 207,576 1,522,978
Related adjustment eXpenses ......cocoverceerrirerncerecenenienienes 15,737 15,185 15,462 118,323
Total losses, claims and loss adjustment
BXPENSES c.evvverrrecrreerencrsererentonaneterreesaresasssasseeresens 218,293 225,162 223,038 1,641,301
Policy benefits and losses for life .......ocovevvereviiivniveinireeones 19,117 20,295 19,043 143,737
Policy acquisition Costs (NOtE 4) ......ccvvrveerrrrrrerierierrnrrecnronnenees 125,733 128,207 131,071 945,361
Other Operating XpenSes ....c.occoverrmireerrerrerereerentsreseresesenssneserens 25,473 22,710 28,293 191,526
Total operating costs and eXpenses .........c.covvvvevennns 388,616 396,374 401,445 2,921,925
Income before income tax expense and
cumulative effect of accounting changes ................ 1,526 18,849 21,533 11,474
Income tax expense (benefit) (note 7):
CUITENE ..o e st sesae e 21,644 7,937 4,517 162,737
DeferTed ...ttt e (21,933) (2,148) 2,826 (164,910)
(289) 5,789 7,343 C (217
Income before cumulative effect
of accounting changes ..........ccccvvrevnieiennnncnenseonens 1,815 13,060 14,190 13,647
Cumulative effect of accounting changes, net of tax (note 1(g)) .. (1,459) — — (10,970)
NELINCOME oot s eanacs ¥ 356 ¥ 13,060 14,190 3 2,677
Amounts per share (note 13):
Basic:
Income before cumulative effect of accounting changes....... ¥ 408 ¥ 2932 31.69 $ 0,031
Cumulative effect of accounting changes, net of tax ............ (3.28) — — {0.025)
Net income .........ccceuenn, ettt et ¥ 0.80 ¥ 2932 31.69 3 0.006
Diluted: ;
Income before cumulative effect of accounting changes...... ¥ 408 ¥ 2786 - 30.03 ) 0.031
Cumulative effect of accounting changes, net of tax ............ (3.28) — — (0.025)
NELINCOME ovcvvrierereiirieirieere e iriecee et siseerese e bsns ¥ 080 ¥ 2786 30.03 $ 0.006
Cashdividends declared ...........covvveveneinvicinirnre e ¥ 750 ¥ 7.50 7.50 3 0.056
Weighted average common shares in thousands:
BaSIC .o 445,434 445 444 447,773
DU, .ot srarererenans 445,434 475473 477,843

See accompanying notes to consolidated financial statements.
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Consolidated Balance Sheets

March 31, 2002 and 2001

Yen in millions Dollars in thousands

2002 2001 2002

Assets
Investments—other than investments in related parties (note 2):
Securities held to maturity:
Fixed maturities, at amortized cost [fair value ¥9,383 million
(570,549 thousand) in 2002] .......cvevervirevreceieve e ¥ 9307 % — $ 69977
Securities available for sale:
Fixed maturities, at fair value [amortized cost ¥674,056 million

(85,068,090 thousand) in 2002; ¥657,494 million in 2001].....ccccovvreiennee. 696,271 680,862 5,235,120
Equity securities, at fair value [cost ¥406,348 million
($3,055,248 thousand) in 2002; ¥411,878 million in 2001].......ccvvererrnnen. 728,944 837,977 5,480,782
Mortgage 10ans 0N 1eal €SIALE .......c.covivverrircinreriereeeie et aens 18,790 23,698 141,278
INVestmMEnt real €SLALE .v.vviiui it 8,293 8,284 62,353
POlICY 10ANS ..ot et b ' 5,466 5,559 41,098
Other 1ong-term INVESIMENLS ......ccccceveivririeeinrerereve s ceessesesreseeressesssassssesnns 167,525 209,657 1,259,587
ShOrt-termm INVESTIMENES ....vveiievieieiceieiereeeerveere e eesrre e strssveesstserbessrbesreeesnes 21,625 136,071 162,594
' Total INVESTMENLS....c.covveviit ettt et erecarenaenes 1,656,221 1,902,108 12,452,789
Cash and cash eqUIVAIENLS ...........ccvre i iireneiecee et eressenesesasesraees 153,868 75,278 1,156,902
Premiums receivable and agents’ balances ........coeevvevvniincnniennniense e 26,161 26,719 196,700
Reinsurance recoverable on 10SSes (NOtE 3} ....ocvverirvcrncnniie oo 55,779 54,518 419,391
Prepaid reinsurance premiums (NOIE 3) ..ovvvevecceereeeieninieerercniece e 83,445 72,951 627,406
Deferred policy acquisition COSts (NOE 4) .......ocrvveervoveerrrerrmreeerirecerreeneeseneeans 113,763 111,965 855,361
Property and equipment, net of depreciation (NOte 5) ......occovvvireniennnneecnnne 79,859 80,039 600,444
OhET ASSELS ..vevecieererieeiie it ee e te e eresesraesreeaeabsesease st e saesre e s sbeasesassressnssenes 56,390 55,273 423,985
TOtAL SSELS .evieerieeiiircisicec ettt st st e et sreneerene ¥2,225486 ¥2,378,851 $16,732,978
Liabilities and Stockholders’ Equity
Liabilities:
Policy liabilities and accruals:
Losses, claims and |oss adjustment eXxpenses (NOte 6) .........coovvrecuerreereerrrorenns ¥ 160,193 ¥ 158,928 $ 1,204,459
Unearned premiums (TOLE 3) ....c.ecvieeieninnnieeieneeeeeeenireessenesisresesneseseseonenenn 435,468 423,409 3,274,195
Future policy benefits and 10SSES «..co.ovcvrcierienrc e 78,961 62,288 593,692
Total policy liabilities and aCCruals ....coovcvrreniverircnser s 674,622 644,625 5,072,346
Investment deposits by policyholders ... 561,924 605,983 4,224,992
Income tax Hability (NOtE 7) ...cvvveviieriiieeeie e ettt 155,191 204,245 1,166,850
Retirement and severance benefits (NOte 8) ......ccoovevvvevreieeneicieire e 30,193 28,035 227,015
Ceded reinsurance balances payable ............ccovinrenciiniieeccnc e 21,489 20,261 161,571
Long-term debt (NOLE 9) ..vovviviicicei e e 25,000 37,500 187,970
Cash received under securities lending transactions (MOt€ 2) .......ccocecevrrvcnrrenen. 24,190 34,991 181,880
Other HabilItes ....c.ovvviveriiietiiieeisie ettt s eres e er bbb aa b b nans 38,934 38,527 292,737
Total HabIlItIES ....ove oo 1,531,543 1,614,167 11,515,361
Stockholders’ equity:
Common stock,
authorized 716,000,000 shares; issued 449,443,869 shares,
and outstanding 445,443,869 shares in 2002 and 2001 (note 11) ......c........ 50,551 50,551 380,083
Other stockholders’ equity: -
Additional paid-incapital ..i.......cooeeevinienecnennei s vt 34,187 34,187 257,045
Retained earnings (notes 11, 12and 13) c.ovcovevivrecnecnnccrnnenrenesnenennas 419,622 422,607 3,155,053
Accumulated other comprehensive income:
Unrealized appreciation 0f SECUIIHES ... .vevivrvieiirinneiiiiriaesasnneseniarerasneens 193,010 260,281 1,451,203
Foreign currency translation adjustments ...........ccocecevernerirnncnniennenene (592) (1,685) 4,451)
Minimum pension liability adjustments (note 8) ......c...c.covvvcreinrerincrecnens (2,835) (1,257) (21,316)
Total accumulated other comprehensive Income ...........ccoeecveeneene. 189,583 257,339 1,425,436
Total stockholders’ EqUILY ....coovevvvrriiriccnoriricnrceene e 693,943 764,684 5,217,617
Commitments and contingent liabilities (notes 3 and 14)
Total liabilities and stockholders’ equity .........cccocovenveveirrcrcnrinnnennen ¥2,225486 ¥2,378,851 516,732,978

See accompanying notes io consolidated financial statements. 46
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Consolidated Statements of Stockholders’ Equity

Years ended March 31, 2002, 2001 and 2000

Yen in millions

Dollars in thousands

2002 2001 2000 2002
Common stock:
Balance at beginning and end of year ..........ccccoocenvvinnrenine ¥ 50,551 ¥ 50,551 ¥ 50,551 $ 380,083
Additional paid-in capital:
Balance at beginning and end of year ...........cocoevvvvevieininnann, 34,187 34,187 34,187 257,045
Retained eamnings:
Legal reserve (note 12):
Balance at beginning of year .......... e et 15,670 14,570 13,470 117,819
Transfer from unappropriated retained earnings................. 1,100 1,100 1,100 8,271
Balance at end of Year ........vcveeveciiieiie e 16,770 15,670 14,570 126,090
Unappropriated retained eamings:
Balance at beginning of Year ..........ccveevvrevnccornninecvnenns 406,937 398,318 391,060 3,059,677
Net inCOmE fOT YEAT ...vovvrivreririeiesreerrerraees e svseesneeesaesesns 356 13,060 14,190 2,677
Dividends paid (note 12) .........cccocovcniiveicnicnicinicinsnne, (3,341) (3,341) (3,371) (25,120)
Transfer to legal reserve (note 12) .....oovcvveevcevinrecercnnenes (1,100) (1,100) (1,100) 8,271)
Treasury Stock 1etired .........covvivreveereiorenirnee e — — (2,461) s
Balance atend of year .........cccovvniiinicniincccnncccnne 402,852 406,937 398,318 3,028,963
Retained earnings at end of year...........o.coovinininenrvineenns 419,622 422,607 412,888 3,155,053
Accumulated other comprehensive income:
Unrealized appreciation of securities:
Balance at beginning of Year ........cccvvvvee v nnincnrennoneereneenens 260,281 342,300 219,245 1,957,000
Change during YEar ......c..ccooveerevenrenereneerescninecsse e (67,271) (82,019) 123,055 (505,797)
Balance atend of year ........ et nerensereereaes 193,010 260,281 342,300 1,451,203
Foreign currency translation adjustments:
Balance at beginning 0f year .......c..ccccovveverrninviorreenenenns (1,685) (2,521) (2,236) (12,669)
Change during year ........ccocceeevereeneecnennccenienecn e 1,093 836 (285) 8,218
Balance at end 0f YEAT ......c.covvvvrerirrniereire e (592) (1,685) (2,521) (4,451)
Minimum pension liability adjustments (note 8):
Balance at beginning of year ........cccoeevcieineinneinnicennas (1,257) — — 9.451)
Change dUING YEAT ......c.ccccveeneanennrneaenccseasssrecsseesseessrcas (1,578) (1,257) — (11,865)
Balance atend of year ..........coccovveencnnnn (2,835) 1,257y L — (21,316)
Accumulated other comprehensive income
atend of year ............ SO OO R USRI 189,583 257,339 339,779 1,425,436
Total stockholders’ eqity ....o.eovevevivcreeecinie e, ¥693,943 ¥764,684 ¥837,405 $5,217,617

See accompanying notes to consolidated financial statements.
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Consolidated Statements of Cash Flows

Years ended March 31, 2002, 2001 and 2000

Yen in millions

Dollars in thousands

2002 2001 2000 2002
Cash flows from operating activities:
NELIMCOTE .ovevicin et sessesassre s et eressassasesasseaesbanebenas ¥ 356 ¥ 13,060 ¥ 14,190 $ 2,677
Adjustments to reconcile net income to net cash provided
by operating activities:
Increase (decrease) in losses, claims and loss adjustment expense
reserve, net of ceded reINSUTANCE vvvviviverinrecirirn e rreecer e reerernan 4 3,236 (4,561) 30
Increase in unearned premiums, net of ceded reinsurance 1,565 7,725 9,455 11,767
Increase in future policy benefits for life ........occcoveveninccrnncn 16,673 18,229 17,432 125,361
Increase (decrease) in liability for current income taxes ................ 12,447 5113 (7,621) 93,586
Deferred INCOME LAXES .....ooveiirverieeererrereeeereesessseeneaesesseeeseansasnse (22,754) (2,148) 2,826 (171,083)
Provision for retirement and severance benefits ... (776) (1,044) (1,545) (5,835)
Decrease (increase) in premiums receivable and
agents’ balances, net of ceded reinsSUrance ..........ccocoeveeceeereenee 1,786 (1,314) (903) 13,429
Increase in deferred policy acquisition costs 1,799 (1,666) (5,026) (13,526)
DEPreciation ...cocovveccrienmceneecerer e e renessnens 4,451 4,580 4,795 33,466
Realized gains on sales of securities .........c.ocoevevivcniccncencienns (33,962) (16,449) (15,747) (255,353)
Devaluation 0f SECUMHES .......covviveeeeciereceeeeereste e ere e s 56,047 8,084 6,370 421,406
Cumulative effect of accounting changes ................ 2,281 — — 17,150
Changes in derivative assets and liabilities—net (2,290) — — (17,218)
OthEr—18.....cecrveerrricceereeiree st e een s (571) 4,327 (3,168) (4,293)
Net cash provided by operating activities .....c....oouovveevirercrrencns 33,458 41,733 16,497 251,564
Cash flows from investing activities:
Proceeds from investments sold or matured:
Fixed maturities SOId......coccovvrmiennninrneercnecennereneceeieire e 419,150 437961 251,031 3,151,504
Fixed maturities redeemed ..... 73,571 122,046 71,435 553,165
Equity securities .....c..covvrevcnnnnn 55,470 70,583 37,888 417,068
Mortgage loans on real estate 20,010 14,135 16,605 150,451
Investmentreal estate ................ 201 8,331 44 1,511
Policyloans ......coccocvveericnnnnn 2,586 2,944 3,408 19,444
Other long-termm INVESHIENTS ... ..c.oceiniamereenee e neneseacaseressanraencs 100,140 157,012 263,236 752,932
Cost of investments purchased:
FIXEd MATULTHES ....cvocvcieeece ettt rascs s ee e searenens (517,857) (657,830) (402,244) (3,893,662)
Equity Securities ......coeevereireennne (71,128) (89,369) (34,023) (534,797)
Mortgage loans on real estate (14,785) (12,949) (12,106) (111,165)
Investment real estate ................ 43) 7 (24) (323)
Policy [0ans ...ococeverercvvnriecnnne (2,492) (2,668) (3,061) (18,737)
Other long-term investments (58,661) (56,345) (148,014) (441,060)
Short-term INVEStMENIS—TNEL .......ccoeueecirieeeiicreerireere et ereiae e e 114,430 59,073 (41,993) 860,376
Increase {(decrease) in cash received under securities lending
EEANSACTIONS 1v.vvoverereitireteevereeseseetaersesesansnessesansssssesressnsassrssostassrensns (10,801) 5,418 34,613 (81,211)
Additions to property and QUIPMENL .......c.covireeivicmrmmiecerieiiemnne 4,764) (1,371 (16,450) (35,820)
Net cash provided by investing activities ........cc.ovvevcecrvicanenne 105,027 56,894 20,345 789,676
Cash flows from financing activities:
Investment deposits funded by policyholders and yields
thETEITOM L.oovvee it ettt 92,079 98,910 114,100 692,323
Withdrawals of investment deposits by policyholders ............ccoc...... (136,138) (157,099) (157,559) (1,023,594)
Proceeds from issuance of long-term debt........ccoovcvrncccrciicnennnn. — — 25,000 —
Repayments of long-term debt ..........ccvreierveccircnecnnnnincencns (12,500) (12,500) — (93,985)
Repayment of commercial PAPEr ..c.....co.ovveeerieriineecienienenrnnrececenens —_ — (20,000) -
Dividends to stockholders............,.. (3,341) (3,341 (3,371) (25,120)
Treasury stock retired ............ e e — - — (2,461) —
Net cash used in financing aCHVItIES ....ocovevviverecreeencisrrieeinens (59,900) (74,030) (44,291) (450,376)
Effect of exchange rate changes on cash and cash equivalents .............. 5 8 (18) 38
Net change in cash and cash equIivalents ........cccoovevevvcvrvincrcneserenneenen 78,590 24,605 (7,467) 590,902
Cash and cash equivalents at beginning of year ....... 75,278 50,673 58,140 566,000
Cash and cash equivalents at end of year .........c..ccceovevniiciinniencninne ¥ 153,868 ¥ 75278 ¥ 50,673 $ 1,156,902
Supplemental information of cash flows:
Cash paid during the year for:
TOEETESE. v ittt ettt e e ¥ 693 ¥ 858 ¥ 317 $ 5,211
TRCOME TAXES ....vveereiiii e iteeerveeeiriieee e e ve et e eneeeetbeereeataeseesarneas ¥ 9,196 ¥ 23814 ¥ 14,382 $ 69,143

See accompanying notes to consolidated financial statements.
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Consolidated Statements of Comprehensive Income

Years ended March 31, 2002, 2001 and 2000

Yen in millions

Dollars in thousands

2002 2001 2000 2002
NELINCOIME ..ottt s re e b st s renns ¥ 356 ¥ 13,060 ¥ 14,190 $ 2,677
Other comprehensive income (loss), net of tax:

Unrealized appreciation of securities:
Unrealized holding gains (10858} ......cvevevrvveenennimierecennennnns (42,629) (72,746) 133,170 (320,519)
Less: reclassificationadjustments............ccccoerriveencrnecnennenn, (24,642) (9,273) (10,115) (185,278)
(67,271) (82,019) 123,055 (505,797)
Foreign currency translation adjustments:
Foreign currency translation adjustments ........c.c.cocevveerenennns 1,093 836 (285) 8,218
Less: reclassification adjustments ......co.coveveevieinneroninnieens — — — —
1,093 836 (285) 8,218
Minimum pension liability adjustments ........c.cocooveevinerennens (1,578) (1,257) — (11,865)
Other comprehensive Income (10SS) .....coveeivrereirencnsieniireeniies (67,756) (82,440) 122,770 (509,444)
Comprehensive income (1088) ...covvvvvvvinieviineniincirnenrcsnireese oo ¥ (67,400)  ¥(69,380)  ¥136,960 § (506,767)

See accompanying notes to consolidated financial statements.
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Notes to Consolidated Financial Statements

March 31, 2002, 2002 and 2001

1. BASIS OF PRESENTATION AND SIGNIFICANT
ACCOUNTING POLICIES

(a) Basis of Presentation

The Nichido Fire and Marine Insurance Company, Limited
(*Nichido Fire™), incorporated in Japan, is a property and casualty
insurer which writes marine, fire and casualty, automobile and al-
lied lines of insurance principally covering risks located in Japan
and hull and cargo risks for Japanese business. On April 2, 2002,
Nichido Fire completed its integration of management and business
with The Tokio Marine and Fire Insurance Company, Limited
(“Tokio Marine”) under a new holding company called Millea
Holdings, Inc. (“Millea Holdings™), by which each of the two com-
panies has become a wholly owned subsidiary of Millea Holdings in
a statutory share exchange under Japanese law.

The consolidated financial statements of Nichido Fire and its sub-
sidiaries (collectively referred to as “the Company”) are presented
herein in accordance with accounting principles generally accepted
in the United States of America (“U.S. GAAP”), which differ in
certain respects from Japanese, accounting principles (“Japanese
GAAP”). In the parent company only financial statements prepared
in conformity with Japanese GAAP, Nichido Fire reported net in-
come of ¥ 8,192 million ($61,594 thousand) in 2002, ¥10,154 mil-
lion in 2001 and ¥9,776 million in 2000, and stockholders’ equity of
¥ 466,858 million (33,510,211 thousand) at March 31, 2002 and
¥529,655 million at March 31, 2001 on a non-consolidated basis.

Certain reclassifications have been made to prior years’ amounts
to conform to the 2002 presentation.

The financial statements presented herein are expressed in yen
and, solely for the convenience of readers, have been translated into
United States dollars at the rate of ¥133=U.S.$1, the approximate
exchange rate prevailing on the Tokyo foreign exchange market as
of March 31, 2002. This translation should not be construed as a
representation that all the amounts shown could be converted into
U.S. dollars at the rate shown.

(b) Principles of Consolidation .

The accompanying consolidated financial statements include all sig-

nificant majority-owned subsidiaries. All significant intercompany

accounts and transactions have been eliminated in consolidation.
The amounts of statutory net income for the years ended March

31,2002, 2001 and 2000, and stockholders’ equity at March 31, 2002

and 2001 of the consolidated insurance subsidiaries were as follows:
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Yen in millions Dollars in th
2002 2001 2000 2002
Statutory net income:
Life oo, ¥ 0 ¥ 436 ¥ [ 0
Statutory stockholders’ equity:
Life oo 14,751 16,793 110,910
(c) Use of Estimates

Management of the Company has made a number of estimates and
assumptions relating to the reporting of assets and liabilities and the
disclosure of contingent assets and liabilities to prepare these finan-
cial statements in conformity with U.S. GAAP. Actual results could
differ from these estimates.

(d) Investments—Other than Investments in Related Parties
Fixed maturities held to maturity, which the Company has the intent
and ability to hold to maturity, are stated at amortized cost. Declines
in fair value below amortized cost that are determined to be other
than temporary are charged to earnings.

Fixed maturities available for sale are stated at fair valug. When
quoted market value is not available, quoted market value for simi-
lar securities is utilized instead. Declines in fair value below amor-
tized cost that are determined to be other than temporary are
charged to earnings.

Equity securities, which include commeon and nonredeemable
preferred stocks, are stated at their fair value based primarily on
quoted market prices. Stocks listed on Japanese or foreign stock
exchanges represent approximately 92% and 93% of the investment
in stocks at March 31, 2002 and 2001, respectively. Declines in fair
value below cost that are determined to be other than temporary are
charged to earnings.

The cost of securities sold is determined on the weighted moving-
average basis.

With respect to securities lending transactions, the Company re-
ceives cash collateral in an amount excess of the market value of
securities loaned. The Company monitors the market value of secu-
rities borrowed and loaned on a daily basis with additional collateral
obtained as necessary.
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Mortgage loans on real estate and loans which are included in
other long-term investments are principally carried at the unpaid
balance of the principal amount. Commercial loans are identified as
impaired and placed on a cash basis when it is determined that the
payment of interest or principal is doubtful of collection except
when the loan 1s well secured and in the process of collection. Any
interest accrued 1s reversed and charged against current earnings,
and interest is thereafter included in earnings only to the extent actu-
ally received in cash. When there is doubt regarding the ultimate
collectibility of principal, all cash receipts are thereafter applied to
reduce the recorded investment in the loan. Impaired commercial
loans are written down to the extent that principal is judged to be
uncollectible. Impaired collateral-dependent loans where repay-
ment is expected to be provided solely by the underlying collateral
and there are no other available and reliable sources of repayment
are written down to the lower of cost or collateral value. Cash-basis
loans are returned to an accrual status when all contractual principal
and interest amounts are reasonably assured of repayment and there
Is a sustained period of repayment performance in accordance with
the contractual terms.

Policy loans are made to policyholders of long-term insurance
with refund at maturity, such as long-term comprehensive insurance
and long-term family personal traffic accident insurance, etc. The
maximum amount of loans is limited to 90% of return premiums on
the policies. Policy loans are carried at cost.

Gains and losses incurred on the sale or impairment of invest-
ments are included in realized gains and losses in the consolidated
statements of income. Unrealized appreciation or depreciation, net
of taxes, in the value of securities available for sale is accounted for
as accumulated other comprehensive income.

(e) Investment Real Estate, Property and Equipment
Investment real estate, property and equipment are stated at cost less
accumulated depreciation on buildings and furniture and fixtures.
Depreciation is computed principally by the declining-balance
method based on estimated useful lives. The estimated useful lives
of buildings and equipment range as follows:

38 to 50 years

Wood ...oooiiiiiien 22 years
SEEEI 1.t e 11 to 34 years
Building €qUIPMENT ....c.coccovivriieirine et 3 to 18 years
Furniture and fiXIUres ........c.cocooovceeonnerimenninin e cnnceenseenens 2to 1§ years

S1

Maintenance and repairs are charged against income as incurred.
Improvements are capitalized to property and equipment.

The cost and accumulated depreciation with respect to assets re-
tired or otherwise disposed of are eliminated from the asset and re-
lated accumulated depreciation accounts. Any resulting profit or
loss is credited or charged to income.

(H Cash Equivalents
Cash equivalents include cash deposited in demand deposits at
banks.

(g) Derivatives

On April 1, 2002, the Company adopted Statement of Financial Ac-
counting Standards (“SFAS”) No. 133, “Accounting for Derivative
Instruments and Hedging Activities” and SFAS No. 138, “Account-
ing for Certain Derivative Instruments and Hedging Activities, an
amendment of FASB Statement No. 133.” Under SFAS No.133 all
derivatives, including certain derivative financial instruments em-
bedded in other contracts, are recognized as either assets or liabilities
in the balance sheet at their respective fair values and all changes in
the fair values are recognized immediately in earnings, unless the
derivative qualifies as a hedge of future cash flows.

The cumulative effect adjustment upon the adoption of SFAS
No.133 and No.138, net of the related income tax effect, resulted in a
decrease to net income of approximately ¥1,459 million ($10,970
thousand). All changes in the fair value of derivatives are recognized
currently in earnings as net investment income and realized gains
{(losses) on investments in the consolidated statements of income.

The Company occasionally purchases a financial instrument that
contains a derivative instrument that is embedded in the financial
instrument. The Company bifurcates an embedded derivative
where: (1) the economic characteristics of the embedded instru-
ments are not clearly and closely related to those of the remaining
components of the financial instrument; and (2) a separate instru-
ment with the same terms as the embedded instrument meets the
definition of a derivative under SFAS No.133. When bifurcated, the
embedded derivative is carried at fair value, and changes in its fair
value are included currently in earnings.

(h) Premium Revenues
Property and casualty insurance premiums are recognized as earned
on a pro rata basis over the terms of the policies. Uneamed premi-
ums represent the portion of premiums written relating to the unex-
pired terms of coverage.
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Life premiums for long-duration contracts are recognized when
due from policyholders. Life premiums for short-duration contracts
are recognized over the period to which the premiums relate on a
pro rata basis.

(1) Policy Acquisition Costs

Costs that vary with and are primarily related to the acquisition of
insurance policies are capitalized and charged to expense in propor-
tion to premium revenue recognized. Deferred policy acquisition
costs are reviewed to determine if they are recoverable from future
income and, if not recoverable, are charged to expense.

(j) Losses, Claims and Loss Adjustment Expenses

The net liabilities stated for reported and estimated property and
casualty losses and claims and for related loss adjustment expenses
are based upon the accumulation of (1) case estimates for losses and
related loss adjustment expenses reported prior to the close of the
accounting period on the direct business written by the Company
and (2) estimates received from ceding reinsurers. The loss adjust-
ment expenses represent administrative expenses in connection
with settling or disposing of claims, which include out-of-pocket
expenses as well as allocated personnel cost. Provision has been
made for unreported losses and for loss adjustment expenses not
identified with specific claims based upon past experience. These
reserves are adjusted regularly based on experience. The Company
believes that the liabilities for unpaid losses and loss adjustment ex-
penses at March 31, 2002 and 2001 are adequate to cover the ulti-
mate net cost of losses and claims incurred to those dates. However,
the liabilities are necessarily based on estimates and management
makes no representation that the ultimate liability may not exceed or
fall short of such estimates.

(k) Future Policy Benefits and Losses

Future policy benefits and losses include provisions for future
policy benefits for life contracts and for unpaid life policy claims.
The liabilities for future policy benefits are computed by a net level
premium method using estimated. future investment yields, with-
drawals and recognized morbidity and mortality tables. Unpaid
policy claims are the estimated liability for reported and unreported
losses on life policies on an undiscounted basis. The Company be-
lieves that the estimated liabilities for future policy benefits and for
losses at March 31, 2002 and 2001 are adequate to cover the life
insurance liability. However, the ultimate liability may vary from
such estimates.
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(1) Investment Deposits by Policyholders

Certain long-term property and casualty insurance policies, such as
long-term comprehensive insurance and long-term family personal
traffic accident insurance, etc. include a savings feature in addition
to the insurance coverage provided under the policy. These policies
are issued for periods of two to sixty-four years.

The key terms of this type of policies (“deposit-type insurance™),
which include the contractual rates of interest, are fixed at the incep-
tion of the policy and remain in effect during the policy period. At
inception, policyholders can choose to pay premiums on the policy
either in a lump sum or in annual, semi-annual or monthly install-
ments. The policy allows policyholders to later change the mode for
payment with the Company’s approval. In addition, the policy al-
lows policyholders during the payment phase to change the alloca-
tion of annuity payments he or she receives if certain conditions
established by the Company are met. In practice, these options are
rarely used by policyholders. Policyholders can terminate the con-
tract before the maturity date with a payment of a pre-determined
commission to the Company.

Premiums for insurance and savings portions of the contract are
allocated at inception. The premium for the insurance portion is cal-
culated the same way that the premium for a traditional indemnity
policy with no savings portion is calculated. The premium for the
savings portion represents the present value of the lump-sum or an-
nuity refund for a fixed period, discounted using the committed in-
terest rate and the “total loss termination” rate, which are both set at
the inception of the contracts. “Total loss termination” is an excep-
tional event that takes place when a full payout is made for the insur-
ance portion of the policy, and in this case, the contract terminates
without any maturity refund being paid to the policyholder. The
weighted average annual frequency of “total loss termination” is
approximately 0.05%.

The premium for the insurance portion is recognized as revenue
over the period of the contract, generally in proportion to the
amount of insurance protection provided. The premium for the sav-
ings portion of the contract is accounted for as an increase to liabili-
ties for refunds captioned “investrnent deposits by policyholders.”
At the end of each fiscal year, the present value of future payments
of maturity refunds of contracts in force less the present value of the
savings portion of future premiums is accounted for as refund provi-
sions. Investment returns that exceed or fall short of the committed
interest rate are accounted for either as net investment income or
realized gains (losses) on investment according to their nature.
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Policy acquisition costs are not charged to the savings portion of
the contract. Costs associated with policy acquisition of all deposit-
type policies are charged to the insurance portion and amortized
over the contractual period. The possibility of a premium defi-
ciency, relevant only to the insurance portion, is monitored through
combined loss and expense ratio. The Company did not recognize
any premium deficiency for this type of policies for the years ended
March 31, 2002, 2001 and 2000.

(m) Reinsurance

Amounts recoverable from reinsurers are estimated in a manner
consistent with the claim liability associated with the reinsured busi-
‘ness. The Company evaluates and monitors the financial condition
of its reinsurers under voluntary reinsurance arrangements to mini-
mize its exposure to significant losses from reinsurer insolvencies.

(n) Compulsory Automobile Liability Insurance

Japanese law provides that all automobiles are to be covered by
specified amounts of liability insurance for personal injury and that
Insurance companies are to accept such coverage on a non-profit ba-
sis. In compliance with this law, which came into effect on April 1,
1966, the Company has not reflected any profit or loss from under-
writing such compulsory automobile liability insurance in financial
statements prepared for distribution to stockholders under the Japa-
nese Commercial Code. In the accompanying consolidated financial
statements, which are presented in accordance with U.S. GAAP,
losses, net of income taxes, from underwriting compulsory automo-
bile liability insurance amounting to ¥ 2,615 million (819,662 thou-
sand) in 2002, ¥2,362 million in 2001, and ¥2,451 million in 2000
have been charged to income.

(o) Foreign Currency Translation
Assets and liabilities of the subsidiaries located outside Japan are
translated into Japanese yen at the rates of exchange in effect at the
balance sheet date. Revenues and expenses of the subsidiaries are
translated at weighted average exchange rates. Gains and losses re-
sulting from translation of financial statements are excluded from
the consolidated statements of income and are accumulated as for-
eign currency translation adjustments in stockholders’ equity.
Gains (losses) resulting from foreign currency transactions in the
amount of ¥ 202 million ($1,519 thousand) in 2002, ¥756 million in
2001, and ¥(4,543) million in 2000 were charged or credited to incomne.
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{p) Impairment of Long-Lived Assets and Long-Lived Assets
to Be Disposed Of

Long-lived assets and certain identifiable intangibles are reviewed
for impairment whenever events or changes in circumstances indi-
cate that the carrying amount of an asset may not be recoverable.
Recoverability of assets to be held and used is measured by a com-
parison of the carrying amount of an asset to future net cash flows
expected to be generated by the asset. If such assets are considered
to be impaired, the amount of impairment to be recognized is the
amount by which the carrying amount of the assets exceeds the fair
value of the assets. Assets to be disposed of are reported at the lower
of the carrying amount or fair value less costs to sell.

(q) Earnings per Share

Basic earnings per share (“EPS”) are computed by dividing net in-
come available to common stockholders by the weighted-average
number of shares of common stock outstanding for the period. Di-
luted EPS assumes the dilution that could occur if securities or other
contracts to issue common stock were exercised or converted into
common stock, or resuited in the issuance of common stock.

(r) New Accounting Standards

In June 2001, the Financial Accounting Standards Board (“FASB™)
issued SFAS No.141, “Business Combinations.” This statement
addresses financial accounting and reporting for business combina-
tions and supersedes Accounting Principles Board (“APB”) Opin-
ton No.16, “Business Combinations,” and SFAS No.38,
“Accounting for Preacquisition Contingencies of Purchased Enter-
prises.” All business combinations in the scope of this statement are
to be accounted for using the purchase method. The Company
adopted SFAS No.141 in the year ended March 31, 2002.

In June 2001, the FASB issued SFAS No.142, “Goodwill and
Other Intangible Assets.” This statement addresses financial ac-
counting and reporting for acquired goodwill and other intangible
assets and supersedes APB Opinion No.17, “Intangible Assets.” It
addresses how intangible assets that are acquired individually or with
a group of other assets (but not those acquired in a business combina-
tion) should be accounted for in financial statements upon their ac-
quisition. This statement also addresses how goodwill and other
intangible assets should be accounted for after they have been ini-
tially recognized in the financial statements. The Company will
adopt SFAS No.142 in the year ending March 31, 2003 as permitted.

In June 2001, the FASB issued SFAS No.143, “Accounting for
Asset Retirement Obligations.” This statement addresses financial
accounting and reporting for obligations associated with the retire-
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ment of tangible long-lived assets and the associated retirement
costs. The Company will adopt SFAS No.143 in the year ending
March 31, 2004. The Company does not expect the adoption of
SFAS No.143 to have a matenal effect on its financial position or
results of operations.

In August 2001, the FASB issued SFAS No. 144, “Accounting for
the Impairment or Disposal of Long-Lived Assets.” This statement
replaces SFAS No.121, “Accounting for the Impairment of Long-
Lived Assets and for Long-Lived Assets to Be Disposed Of,” and the
accounting and reporting provisions of APB Opinion No.30, “Re-
porting the Results of Operations—Reporting the Effects of Dis-
posal of a Segment of a Business, and Extraordinary, Unusual and
Infrequently Occurring Events and Transactions,” for the disposal of
a segment of a business. SFAS No.144 establishes a single account-
ing model for long-lived assets to be disposed of by sale. The Com-
pany will adopt SFAS No.144 in the year ending March 31, 2003,
The Company does not expect the adoption of SFAS No.144 to have
a materia] effect on its financial position or results of operations.

2. INVESTMENTS

The amortized cost and fair value of investments in fixed maturities
held to maturity at March 31, 2002 were as follows:

Yen in millions

Gross Gross
Amortized unrealized  unrealized Fair
cost gains losses value
2002:
Bonds and notes:
Other government and
government agencies and
AULhOMILIES vv.ovevcverreee e ¥9,307 ¥76 ¥— ¥9,383
Total fixed maturities
held to maturity ............ ¥9,307 ¥76 ¥— ¥9,383
Dollars in thousands
Gross Gross
Amontized unrealized  unrealized Fair
cost _gains losses value
2002: ’
Bonds and notes:
Other government and
government agencies and
authorities $69,977 $572 $— $70,549
Total fixed maturities
held to maturity ...c......c..... $69,977 3572 $— $70,549

The amortized cost and fair value of investments in fixed maturi-
ties available for sale at March 31, 2002 and 2001 were as follows:
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Yen in millions

Graoss Gross
Amortized unrealized  unrealized Fair
cost gains losses value
2002:
Bonds and notes:
U.S. government and
government agencies and
authorities ........cocernrnrenenn, ¥47943 ¥ 5472 ¥ (29) ¥ 53,386
Other government and
government agencies and
AULHOTILIES .o s e 213,985 5,781 (144) 219,622
Other municipalities and
political subdivisions ............. 12,079 518 — 12,597
Public utilities ........cccevrivennnne. 51,543 1,772 (67) 53,248
Convertibles and bonds
with warrants attached ........... 3,441 221 3) 3,659
Other corporate bonds ........... 345,065 9,713  (1,019) 353,759
Total fixed maturities
available for sale ............... ¥674,056  ¥23,477 ¥(1,262) ¥696,271
Yen in mitlions
Gross Gross
Amortized unrealized  unrealized Fair
cost __gains losses value
2001:
Bonds and notes:
U.S. government and
government agencies and
AULHOTILIES vovesever e vrrinrenene 20,835 ¥3745 ¥ (1) ¥ 24579
Other government and
government agencies and
AUhOrItES ..ovvveeccee e 240,809 5,683 (6) 246,486
Other municipalities and
political subdivisions ............. 12,320 676 — 12,996
Public utilities ..........cocovucrreeer 43,344 2,013 — 45,357
Convertibles and bonds
with warrants attached ........... 2,850 259 — 3,109
Other corporate bonds ............ 337,336 11,036 (37 348,335
Total fixed maturities
available for sale ............... ¥657,494  ¥23412 ¥44) ¥680,862
Doltars in thousand.
Gross Gross
Amortized unrealized  unrealized Fair
cost gains losses value
2002:
Bonds and notes:
U.S. government and
government agencies and
aUuthorities ....c...ocvvverevenrinincnes $ 360,474 §$ 41,1433 (218) § 401,399
Other government and
government agencies and
F:1S14Te] p1A 1T SO 1,608,910 43,466 (1,083) 1,651,293
Other municipalities and
political subdivisions ............. 50,820 3,894 — 94,714
Public utilities ......cooveerrvereens 387,541 13,323 (503) 400,361
Convertibles and bonds
with warrants attached 25,872 1,662 23) 27,511
Other corporate bonds ............ 2,594,473 73,031 (7,662) 2,659,842
Total fixed maturities
available forsale .............. 95,068,090 $176,519 $(9,489) $5,235,120
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The amortized cost and fair value of fixed maturities by contrac-
tual maturity at March 31, 2002 are as follows. Actual maturities
will differ from contractual maturities because borrowers may have
the right to call or prepay obligations with or without call or prepay-
ment penalties.

Yen in millions Dollars in thousands

Amortized Fair Amortized Fair
cost. value cost value
Fixed maturities held to
maturity:
Due in one year or less ........ ¥ — ¥ — 5§ — s —
Due afier one year
through five years............... — — — —
Due after five years
through ten years .............. — — — —
Due after ten years 9,307 9,383 69,977 70,549
¥9,307 ¥9,383 $69.977 $70,549

Yen in millions Dollars in thousands

Amortized Fair Amontized Fair
cost value cost value
Fixed maturities available
for sale:
Due in one year or less ........ ¥ 78,215 ¥ 79,614 $ 588,083 § 598,601
Due after one year
through five years............... 372,939 385224 2,804,052 2,896,421
Due after five years
through ten years ................ 186,213 193,580 1,400,098 1,455,489
Due after ten years .............. 36,689 37,853 275,857 284,609
¥674,056  ¥696,271 95,068,090  $5,235,120

Proceeds from sales of investments in fixed maturities prior to
their scheduled maturity dates were ¥419,150 million ($3,151,504
thousand), ¥437,961 million, and ¥251,031 million for the years
ended March 31, 2002, 2001 and 2000, respectively. Gross gains of
¥7,581 million (857,000 thousand) and gross losses of ¥3,133 mil-
lion (823,556 thousand) in 2002, and gross gains of ¥8,130 million
and gross losses of ¥2,760 million in 2001, and gross gains of
¥3,439 million and gross losses of ¥6,464 million in 2000 were real-
ized on those sales.

Bonds carried at ¥10,286 million.($77,338 thousand) at March 31,
2002 and ¥11,060 million at March 31, 2001, and stocks carried at
¥14 million ($105 thousand) at March 31, 2002 and ¥15 million at
March 31, 2001 were deposited primarily with United States and
other foreign government authorities as requiréd by law.

Bonds carried at ¥529 million (83,977 thousand) at March 31,
2002 and ¥258 million at March 31, 2001 were deposited with secu-
rities brokers primarily as a collateral for futures transactions en-
tered into by the Company.
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Bonds carried at ¥255 million ($1,917 thousand) at March 31,
2002 and ¥224 million at March 31, 2001 were pledged as collateral
for Life Insurance Policyholders Protection Corporation of Japan, a
corporation established to protect policyholders from losses in case
of bankruptcies of life insurance companies.

The Company engages in securities lending whereby certain se-
curities from its portfolio are loaned to other institutions for short
periods of time. The Company receives cash collateral from the bor-
rower, equal to at least the market value of the securities loaned. The
Company had ¥24,223 million ($182,128 thousand) and ¥34,797
million of securities loaned outstanding at March 31, 2002 and
2001, respectively.

With respect to marketable equity securities, gross unrealized
gains were ¥341,645 million ($2,568,759 thousand) and gross unre-
alized losses were ¥19,049 million (143,225 thousand) at March
31, 2002, and gross unrealized gains were ¥472,107 million and
gross unrealized losses were ¥46,008 million at March 31, 2001,

Proceeds from sales of investments in equity securities were
¥55,470 million ($417,068 thousand), ¥70,583 million and ¥37,888
million for the years ended March 31, 2002, 2001 and 2000, respec-
tively. Gross gains of ¥31,104 million ($233,865 thousand) and
gross losses of ¥1,590 million ($11,955 thousand) in 2002, gross
gains of ¥11,453 million and gross losses of ¥372 million in 2001,
and gross gains of ¥17,533 million and gross losses of ¥513 million
in 2000 were realized on those sales. ‘

Mortgage loans on real estate are primarily mortgage loans on
commercial buildings.

Accumulated depreciation of investment real estate amounted to
¥ 6,144 million (346,195 thousand) and ¥5,843 million at March 31,
2002 and 2001, respectively.

Other long-term investments include:

Yen in millions Dollars in thousands

2002 2001 2002

Mortgage loans on plants and
FACTHUES ...cvocvoviecre e ¥ 1462 ¥ 2942 $ 10,993
Collateral and bank-guaranteed
10808 oo 2,940 6,513 22,108
Unsecured loans 136,510 173,919 1,026,391
MOney trust ....ccocovieeeverininninieireian 26,613 26,283 200,098

¥167,525  ¥209.657  $1,259,587
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Mortgage loans on plants and facilities are made to commercial
enterprises and are secured principally by plants and/or facilities.
Collateral loans are made tocommercial enterprises and are secured
principally by listed stocks and/or bonds of Japanese corporations. Cer-
tain of these loans are made jointly with other insurance companies.
Bank-guaranteed loans are made to commercial enterprises.
Unsecured loans within authorized limits are made on a selective
basis to corporate borrowers. These loans are generally term loans,
which had contractual maturities ranging from 2002 through 2036
at March 31, 2002. Interest rates of these loans varied from 0.075%
to 7.6% at March 31, 2002, and 0.1% to 7.6% at March 31, 2001.
Money trustisatype of portfolioinvestment in which trust banks are
entrusted with investments in securities or other financial instruments.
Short-term investments consist primarily of call loans and other
investments maturing within one year.
Details of net investment income were as follows:

Yen in millions Dollars in
2002 2001 2000 2002
Fixed maturities ... . ¥16,367 ¥15,157 ¥18,637 $123,060
Equity securities ........c.ovrerena 6,912 6,790 7,256 51,970
Mortgage loans on real estate .. 448 563 741 3,368
Investment real €state ............. 1,280 1,255 1,329 9,624
Policy loans 212 221 232 1,594
Other long-term investments ... 3,551 5133 6,911 26,699
Short-term investments ........... 793 2,294 2,695 5,963
Other c..cooovecviinirrrecninnes 29 657 (3,335) 218
Gross investment income ... 29,592 32,070 34,466 222,496
Less income credited to
investment deposits by
policyholders .....c.oocviirninas 13,722 15,768 19,051 103,173
15,870 16,302 15,415 119,323
Less investment expenses......... 3,541 3,388 4,028 26,624
Net investment income ........ ¥12329  ¥12914  ¥11.387 $ 92,699

Investment income from other loans and investments for the year
ended March 31, 2000 included foreign exchange losses of ¥4,083
million reflecting an appreciation of the Japanese yen during the
year,

At March 31, 2002 and 2001, accrued investment income, in-
cluded in other assets, amounted to ¥#5,711 million ($42,940 thou-
sand) and ¥4,593 million, respectively.

Net realized and change in unrealized gains or losses on fixed
maturities available for sale, equity securities and other investments
for the years ended March 31, 2002, 2001 and 2000 were as follows:
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Yen in millions

Fixed Equity Other Net gains
maturitics securities investments (losses)
2002:
Realized ..o ¥ 2,857 ¥ (21374 ¥2,156 ¥ (16,361)
Change in unrealized ............... (1,153) (103,503) (476)  (105,132)
Total i ¥ 1,704  ¥(124,877) ¥1,680 ¥{121,493)
2001: ‘
Realized ......coccvviniinnnne. ¥ 3875 ¥ 4769 ¥(1,805) ¥ 6,839

Change in unrealized ... 19,673  (147,912) 68 (128,171

¥23548  ¥(143,143) ¥1.737) ¥(121332)

2000:
Realized ....ooovvvveeiierisin, ¥ (7810) ¥ 12,828 ¥9227 ¥ 14,245
Change in unrealized ............... (12,615 204,984 — 192,369
Total oo, ¥(20,425) ¥217.812 ¥9,227 ¥2066l14
Dollars in th
Fixed Equity Other Net gains
it i i (losses)
2002:
Realized ....ocvvrircmnnrinininnnrnrins 321,481  $(160,706) $16,210 $(123,015)
Change in unrealized ............... _ (8,669)  (778,218)  (3,579) (790,466)
Total ..oveirieeeeeee e $12,812  $(938,924) 812,631 $(913,481)

Securities available for sale are carried in the consolidated finan-
cial staternents at fair value. Changes in unrealized gains and losses,
net of taxes, on securities available for sale shown above are in-
cluded in other comprehensive income.

The Company’s investments in Toyota Motor Corporation
amounting to ¥160,041 million (81,203,316 thousand) and ¥181,195
million at March 31, 2002 and 2001, and those in Sony Corporation
amounting to ¥81,716 million ($614,406 thousand) and ¥103,222
million at March 31, 2002 and 2001, respectively, exceeded 10% of
stockholders’ equity.

The recorded investments in impaired loans and related specific
valuation allowances, which were established for all impaired
loans, at March 31, 2002 and 2001 were as follows:

Yen in millions Dollars in thousands

Tolal Valuation Total Valuation
recorded allowances recorded allowances
investment -specific investment specific
2002:
Mortgage loans on real estate .. ¥ 4,615 ¥1,657 S 34,699 $12.439
Mortgage loans on plants and
facilities 3,512 2,050 26,406 15,414
Unsecured loans 5,935 1,189 44,624 8,939
¥14,062 ¥4.896  $105,729  $36,812
2001
Mortgage loans on real estate .. ¥ 4,705 ¥1,974
Mortgage loans on plants and
faCiites oo s 4,043 1,891
Unsecured 10ans .......cooooreenene 7,701 1,153
¥16,449 ¥5,020
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In addition, based on the Company’s past experience that it is
probable that a certain percentage of its loans not covered by spe-
cific valuation allowances are impaired at the balance sheet date
even in the absence of specific loss information, the Company es-
tablished unallocated valuation allowances in order to incorporate
loss contingencies underlying the loan portfolio comprehensively.
In determining the amount of these allowances, the Company clas-
sifies loans into three categories based on their current credit qual-
ity, and applies historical loan loss ratios for these respective
categories. The outstanding unallocated valuation allowances were
¥4,233 million (331,827 thousand) and ¥7,739 million at March 31,
2002 and 2001, respectively.

The activity in the valuation allowance for the years ended March
31,2002, 2001 and 2000 is presented as follows:

Yen in millions Dollars in thousands

2002 2001 2000 2002
Balance at beginning of year ... ¥12,759 ¥14,128 ¥32,253 $95,932
Charges to INCOME ...c.vveveeecrenee 2,557y (1,317)  (8,890) (19,225)
Principal charge-offs ............... 1,073) (52) (9,235 (8,068)
Balance at end of year ............. ¥ 9,129 ¥12,759 ¥14,128 $ 68,639

Charges to income for the year ended March 31, 2000 included
recovery from impaired loans which had been fully covered by
valuation allowances of ¥4,168 million.

During the years ended March 3’1‘, 2002, 2001 and 2000, the aver-
age recorded investment in impaired loans amounted to ¥15,256
million ($114,707 thousand), ¥19,056 million and ¥30,819 million,
respectively, and interest income recognized and received in cash
on those loans amounted to ¥144 million (31,083 thousand), ¥127
million and ¥348 million, respectively. At March 31, 2002 and
2001, the carrying amount of loans that were non-income producing
during the preceding twelve months amounted to ¥8,669 million
(865,180 thousand) and ¥9,726 million, respectively.

The Company manages its investments to limit credit risks by
diversifying its portfolic among various investment types and in-
dustry sectors. The Company monitors creditworthiness of
counterparties to all financial instrl;lments by using controls that in-
clude credit approvals, limits and other monitory procedures. Col-
lateral often includes pledges of assets, such as stocks and other
assets and guarantees.
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3. REINSURANCE

In the ordinary course of business, the Company cedes risks to other
insurers and reinsurers. Reinsurance enables the Company to re-
duce its exposure to large losses in all aspects of its insurance busi-
ness, although it does not relieve the Company of its obligations as
direct insurer of the risks reinsured.

Prepaid reinsurance premiums represent the portion of premiums
ceded to reinsurers applicable to the unexpired terms of the reinsurance
contracts in force. Reinsurance recoverable on losses represent esti-
mates of amounts that will be recovered from reinsurers on reported
and unreported losses and claims and loss adjustment expenses.

The Company is exposed to contingentliability with respecttorein-
surance which would become an actual liability to the extent that any
reinsurer failed to meet its obligations to the Company. Due to the
large amount of funds held by the Company under reinsurance treaties
and the Company’s favorable historical results with the reinsurers in-
volved, no material amounts were considered uncollectible and there-
fore no material provisions were made for this contingency.

The effect of ceded reinsurance on the consolidated statements of
income for the years ended March 31, 2002, 2001 and 2000 is as
follows:

Yen in millions Dollars in
2002 2001 2000 2002
Property and casualty:
Premiums written:
Direct .... ¥417,577 ¥421,067 ¥427,695  $3,139,677
31,424 27,597 26,971 236,271
(77.831) (71,933)  (71,851) (585,196)
Net premiums .
WHtten ...ovvseveee ¥371,170 ¥376,731 ¥382,815 $2,790,752
Premiums eared:
DILECt .vovveerriennns ¥405,957 ¥411,217 ¥413241  $3,052,308
Assumed ...o.ooeree 30,550 27,266 26,059 229,699
Ceded oo _(67,407) (69,003)  (65,437) (506,819)
Premiums
earmned........cccevne ¥369,100 ¥369,480 ¥373,863 82,775,188
Losses, claims
incurred:
Direct ..occvvernannne ¥236,786 ¥246,008 ¥249,151  $1,780,346
Assumed ............... 33,590 27,402 26,416 252,557
Ceded..ooovveerevinnne _(67.820) (63,433) (67,991) (509,925)
Losses, claims
incurred ............ ¥202,556 ¥209,977 ¥207,576  $1,522,978
Life:
Premiums eamed:
¥ 25,458 ¥ 26,431 ¥ 23932 § 191414
(384) 44 (449) (2,887)
¥ 25,074 ¥ 25,990 ¥ 23483 § 188,527
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4. DEFERRED POLICY ACQUISITION COSTS 6. LIABILITY FOR UNPAID LOSSES AND CLAIMS AND
LOSS ADJUSTMENT EXPENSES

The following sets forth the policy acquisition costs deferred for

amortization against future income and the related amortization ~ The table below is a reconciliation of beginning and ending prop-

charged to income for property and casualty and life insurance  erty and casualty insurance balances for unpaid losses and claims

operations: and loss adjustment expenses for the years ended March 31, 2002,
2001 and 2000:

Yen in millions Dollars in th
2002 2001 2000 2002 o .
Property and casualty- Yen in millions Dottars in thousands
: - 2002 2001 2000 2002
Deferred at beginning of year .. ¥103,612 ¥103,722 ¥100669 $ 779,038 gy punce ai beginning of year ... ¥158,928 ¥159,688 ¥178.774  S1,194,947
Incg'rcd during year: Less reinsurance
omimissions and s st ehess 419534 CCOVETRDIES ..vvrrrre 30594 31886 47679 230,030
TOKETAZE vvvvevvrrrivererenerenn, y 3 R \ L.
Salarics in dother Net balance at beginning
COMpEnSation ... 12210 33812 39425 242,180 . OF YR o 128334 127802 131,095 964,917
Other underwriting Costs ....... 28,582 28210 29,021 214,902 Incurred related to:
124570 126873 133.089 936.616 CUFTENt Year .......oovvcrvesrne 213,895 227980 225913 1,608,233
228’182 30595 213758 3 715’654 PriOr YEaIS ..vovovevs e 4398 (2.818)  (2.875) 33,068
Deferred at end of year ... 104226 103,612 103,722 783,654 Total incurred ....c..crcre 318,293 225162 223038 1641301
. . Paid related to:
Pol x 5 o 123956 126983 130,036 932,000
OHEY acquisition €03 . : CUTENt YEar oo 139,613 150254 153,399 1,049,722
Lt PLOL YEaTS .ovvvvsvvvre e 78333 74376 72902 588,970
i1e: .
Deferred atbeginning of year . 8383 6577 4604 62,808 Total paid .ooooeccores e 217,946 224630 226331 1,638,692
Incurred during year ............... 2,961 3,000 3,008 22263 Net balance at end of year ....... 128,681 128,334 127,802 967,526
Plus reinsurance
11314 9577 7612 85,068
Deferred at end of ycar ... 0537 8353 6577 71707 FeCOVErables wovvrrrnronnnen 31,512 30594 31,886 236,933
Policy acquisition costs T 1224 103 13361 Balance at end of year ......... ¥160,193 ¥158,928 ¥159.688 51,204,459

Total policy acquisition costs .. _¥125,733 ¥128,207 ¥131,071 § 945361

Prior year claims and expenses incurred in the preceding table

5. PROPERTY AND EQUIPMENT resulted principally from settling claims established in earlier acci-
dent years for amounts that differed from expectations.
A summary of property and equipment is as follows: The reinsurance recoverables referred to above are reconciled to
the balance sheet carrying amounts as follows:
Yen in millions Doilars in thousands
2002 2001 2002 Yen in milliong Doltacs in thousands
Land ..ot e ¥ 39,748 ¥ 39,863  $298,857 2002 2001 2002
Buildings ... 71,267 68837 535,842 Property and casualty:
Furniture and equipment . 14,527 13,552 109,226 Unpaid l0SSES .....vorrevrensronnens ¥31,512 ¥30,594 $236,932
Construction in progress 308 804 2,316 Paid [0SSES ...ovvoovurnerecssrereresresernnnns 23,933 23,769 179,948
Total BECOSE ..vvveiniveeineisiieens 125,850 123,056 946,241 Life oo 334 155 2,511
Less accumulated depreciation ................ 45991 43,017 345,797 Total reinsurance recoverable
Net property and equipment ................. ¥ 79,859 ¥ 80,039  3600,444 ON 1OSSES .oovevvircnrencriineasiiennas ¥55,779 ¥54,518 $419,391

The Company recognized impairment losses on certain long-
lives assets for the amounts of differences between carrying
amounts and fair values in the amount of ¥4,276 million for the
years ended March 31, 2001 and charged them appropriately to
other operating expenses.
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7. INCOME TAXES

Income taxes are accounted for under the asset and liability method.
Deferred tax assets and liabilities are recognized for the future tax
consequences attributable to differences between the financial state-
ment carrying amounts of existing assets and liabilities and their
respective tax bases and operating loss and tax credit carryforwards.
Deferred tax assets and liabilities are measured using enacted tax
rates expected to apply to taxable income in the years in which those
temporary differences are expected to be recovered or settled. The
effect on deferred tax assets and liabilities of a change in tax rates is
recognized in income in the period that includes the enactment date.

Total income taxes for the years ended March 31,2002, 2001 and
2000 were allocated as follows:

Yen in millions Dollars in thousands

2002 2001 2000 2002

Income before cumulative
effect of accounting
changes ....ccocovvcervrncnneen ¥ (289 % 5789 ¥ 7343 0§ (2,173)
Cumulative effect of
accounting changes ........... (821) — — (6,173)
Other comprehensive
income:

Unrealized appreciation

(depreciation) of

securities during the

YEAT oo (37,860) (46,152) 69,314 (284,662)

Minimum pension

liability adjustments ...... (887) (707) — (6,669)

¥(39,857) ¥ (41,070) ¥76,657 $(299,677)

The Company is subject to a number of taxes based on income,
which in the aggregate resulted in a normal tax rate of approxi-
mately 36% in 2002, 2001, and 2000.

The effective tax rates of the Company for the years ended March
31, 2002, 2001 and 2000 differ from the Japanese normal income
tax rates for the following reasons:

© 2002 2001 2000

Japanese normal income tax rate .......... 36.0% 36.0% 36.0%
Tax credit for dividends received ......... 1 (104.6) (8.8) (7.3)
Expenses not deductible for tax
PUTPOSES ovcnrererineeerrenesencensarinenscsnenee 393 33 32
Per capita tax 18.5 1.5 1.4
Income of foreign subsidiaries taxed at
lower than Japanese normal tax rate ..., 9.3) (1.0) 0.7)
Other 1.2 (0.3) 1.5

Effective tax rate (18.9)% 30.7% 34.1%
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The tax effects of temporary differences that give rise to signifi-
cant portions of the deferred tax assets and deferred tax liabilities at
March 31, 2002 and 2001 are presented below:

Yen in millions Dollars in thousands

2002 200! 2002
Deferred tax assets:
Unpaid and unreported losses ..... ¥ 10,033 ¥ 7,105 8 75436
Retirement and severance
Benefit oo 6,855 6,842 51,541
Reserve for compulsory
automobile liability insurance ... 5,647 6,339 42,459
Minimum pension liability
AdjuSIMENts .....ovvucrniriienrvrnnns 1,594 707 11,985
Devaluation of securities ............ 11,194 — 84,165
Other oooerirrrrerneriesrennne 11,792 8,698 88,662
Total deferred tax assets ......... 47,115 30,191 354,248
Deferred tax liabilities:
Tax deductible reserves .............. (17,294) (18,223) (130,030)
Deferred policy acquisition :
COSLS 1ouvvesirrceremeenncersnvereeanaena (40,955) (40,307) (307,932)
{71115 SOOI (1,531) (7,967) (11,511)

Total deferred tax liabilities ....
Net deferred tax liabilities
before deferred taxes on
unrealized appreciation of

(59,780) (66,497) (449,473)

SECUMHIES ovvvercereorirenraecnnarennnns (12,665) (36,306) (95,225)
Deferred taxes on unrealized
appreciation of securities ........... (123,913) 161,773 931,677)
Net deferred tax liabilities ...... (136,578)  (198,079)  (1,026,902)
Income taxes currently payable ...... (18,613) (6,166) (139,948)
Income tax liability ¥(155,191)  ¥(204,245)  $(1,166,850)

The Company has not provided a valuation allowance for the de-
ferred tax assets at March 31, 2002 and 2001. Management believes
that it is more likely than not that the Company will realize the ben-
efit of the deferred tax assets. While there are no assurances that this
benefit will be realized, the Company expects sufficient taxable in-
come in the future based on its historical record and expected future
results to realize the benefit of the deferred tax assets.

8. RETIREMENT AND SEVERANCE BENEFITS

Employees of the Company are covered by the defined retirement
and severance benefit plans described below.

Nichido Fire has an unfunded lump-sum payment retirement
plan covering substantially all employees. Under the plan, employees are
entitled to lump-sum payments based on current rate of pay, length of
service and certain other factors upon retirement or termination of em-
ployment for reasons other than dismissal for cause. Directors and statu-
tory auditors are covered by a separate plan. It is not the policy of
management to fund the retirement and severance benefits described above.
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Nichido Fire also has a tax-qualified pension plan covering sub-
stantially all employees. Under the plan, employees are entitled to
annuity payments or lump-sum indemnities for the amount deter-
mined based on the employees’ rank and length of service. The plan
assets are invested primarily in interest-bearing securities, market-
able equities and loans receivable and are not invested in any trea-
sury stock of the Company.

In accordance with SFAS No. 87, “Employers’ Accounting for
Pensions,” the net periodic benefit costs of the funded pension plan
in 2002, 2001 and 2000 were calculated using the unit credit actu-
arial cost method.

Reconciliations of beginning and ending balances of the benefit
obligations and the fair value of the plan assets are as follows:

Yen in millions Dollars in thousands

2002 2001 2002
Change in benefit obligation:
Benefit obligation at beginning
OF YT (oo ¥39,012 ¥39.829  $293,323
Service cost 2,163 1,936 16,263
Interest cost 1,142 1,165 8,587
Plan participants’ contributions ............ 15 15 113
Actuarial loss 2,812 331 21,143
Benefits paid (4,454) (4,264) (33,489
Benefit obligation at end of year .......... ¥40,690 ¥39,012 $ 305,940
Change in plan assets:
Fair value of plan assets at beginning
Of YEAr coiicvvi it ¥ 8175 ¥ 6,187 § 61,466
Actual return on plan assets .........c.o.o... (407) (960) (3,060)
Employercontributions ............ccovcenenee 444 515 3,338
Plan participants’ contributions .. 15 15 113
Benefits paid ..uv....reserermerresierreesiorios (628)  (582) {4,722)
Fair value of plan assets at end
OF YEAT 1ot ¥ 7,599 ¥ 8175 $ 57,135
Funded status .....c.coccovcreniccnncnnn ¥(33,091) ¥(30,837) $(248,805)
Unrecognized net actuarial loss .. 7,327 4,062 55,091
Unrecognized prior service cost ........... 469 704 3,526
Net amount recognized.......oocvvrerenecns ¥(25,295) ¥(26,071)  ${190,188)
Amounts recognized in the statement
of financial position consist of: .
Accrued benefit liability ¥(30,193) ¥(28,035)  $(227,015)
Intangible asset ......o....v.cceerrrvvverornnne. : 469 — 3,526
Accumulated other comprehensive
INCOME ..iviivieeceiee st reriea e 4,429 1,964 33,301
Net amount recognized.........ccoveverenee ¥{(25,295) ¥(26,071)  $(190,188)
Significant actuarial assumptions:
Discountrate .......cocooeeevimirinaricnennnne 2.5% 3.0%
Rate of salary increase..........c.ccovvvnnee 0.6% 0.7%
Expected long-term return
ON Plan ASSELS ..cvveiveericiiir e 1.2% 2.0%
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The components of net periodic benefit cost for the years ended
March 31, 2002, 2001 and 2000 are as follows:

Yen in millions Dollars in thousands

2002 2001 2000 2002
Components of net periodic
benefit cost:
Service Cost curverivirivririnennnn. ¥2,163 ¥1,936 ¥2,074 816,263
" Interest cost ....oooivierieinienininns 1,142 1,165 1,208 8,587
Expected retum on plan
BSSCLS .oovercererereies e 98) (184) (167) 737
Amortization of prior
SErvIiCe COSt.ovvnnvieiriiniens 235 235 235 1,767
Recognized actuarial loss .... 52 2 2 391
Net periodic benefit cost ...... ¥3,494  ¥3.154 ¥3,352 $26,271

9. LONG-TERM DEBT

Long-term debt at March 31, 2002 and 2001 comprised the following:

Yen in millions Dollars in thousands

2002 2001 2002

1.00% Japanese yen unsecured
convertible bonds, due March 2003 ......... ¥ — ¥12,500 3 —
1.63% Japanese yen unsecured bonds,
due February 2007 .........ooovcervvennniniccnnn 10,600 10,000 75,188
1.95% Japanese yen unsecured bonds,
due February 2010 ... 15,000 15,000 112,782

¥25,000 ¥37,500  $187,970

During the year ended March 31, 2002, the Company repur-
chased the 1.00% unsecured convertible bonds with a face value of
¥12,500 million ($93,985 thousand) prior to maturity and recog-
nized the repurchase cost in excess of the recorded liability in the
amount of ¥125 million (8940 thousand) currently in earnings as a
charge to other operating expenses.

The 1.63% unsecured bonds due February 28, 2007, issued on
February 28, 2000, are payable in yen and redeemable in whole or
in part at par with the consent of both the creditors and the Com-
pany.

The 1.95% unsecured bonds due February 26, 2010, issued on
February 28, 2000, are payable in yen and redeemable in whole or in
part at par with the consent of both the creditors and the Company.

The proceeds of these bonds were used primarily for general cor-
porate purposes.
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10. FAIR VALUES OF FINANCIAL INSTRUMENTS

SFAS No. 107, “Disclosures about Fair Value of Financial Instru-
ments,” requires disclosure of estimated fair value for all financial
instruments. See note 15 for discussion of fair value of derivative
financial instruments. The carrying amounts and fair values of the
Company’s nonderivative financial instruments at March 31, 2002
and 2001 are as follows:

Yen in miilions Dollary in thousands

Carrying Fair Carrying Fair
amount value amount value
2002:
Policy loans ......c.oceenreveenn ¥ 5466 ¥ 5,466 $ 41,098 S 41,098
Mortgage loans on real
ESLALE ..viverreerier et saereens 18,790 18,732 141,278 140,842
Mortgage loans on plants
and facilities ........ccooeverrenees 1,462 1,462 10,993 10,993
Collateral and bank-
guaranteed 10ans ......c.ocevev. 2,940 2,928 22,105 22,015
Unsecured loans .......c........... 136,510 137,283 1,026,391 1,032,203
Money trust ............... 26,613 26,613 200,098 200,098
Short-term investments ....... 21,625 21,625 162,594 162,594
Long-term debt........ccocoeenen. (25,000) (26,125) (187,970) (196,429)

Yen in millions

Carrying Fair

amount value
2001:
POLICY 10BNS c.oveviiercrecrieren v eve e ¥ 53559 % 5559
Mortgage loans on real estate 23,698 23,713
Mortgage loans on plants and facilities . 2,942 2,990
Collateral and bank-guaranteed 1oans ............cccccrvveenne. 6,513 6,527
Unsecured 10ans .......coooveviivieerinieeecieeeeeverivesesinons 173,919 174,856
Money trust 26,283 26,283
Short-term INVESIMENTS ...occovirveeiireerisie e sree e e 136,071 136,071
Long-term debt ... e (37,500) (40,462)

The folléwing methods and assumptions were used by the Com-
pany in estimating the fair values of its nonderivative financial in-
struments:

Cash and cash equivalents, accrued investment income (included in
other assets), premiums receivable and agents’ balances, reinsur-
ance recoverable on losses and ceded reinsurance balances payable
The carrying amounts approximaté fair values due to the short ma-
turity of these instruments.

Fixed maturities and equity securities
The carrying amounts and fair values of fixed maturities and equity
securities are disclosed in note 2.
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Policy loans

The carrying amounts of floating-rate policy loans approximate
their fair values as the interest rates charged on those instruments
are designed so that they would be adjusted periodically to reflect
changes in overall market interest rates.

Mortgage loans on real estate, other long-term investments and
short-term investments

The fair values for these financial instruments are estimated based
on the quoted market prices for these or similar instruments. For
financial instruments for which quoted market prices are not avail-
able, fair values are estimated using discounted cash flow analysis
and interest rates currently being offered for similar loans to bor-
rowers with similar credit ratings or for similar deposits.

Long-term debt

The fair values for long-term debt are estimated using their market
prices. For long-term debt on which quoted market prices are not
available, the fair values are estimated using discounted cash flow
analysis, based on the Company’s current borrowing rate for similar
types of borrowings.

Limitations

Fair value estimates are made at a specific point in time, based on
relevant market information and information about the financial in-
struments. These estimates are subjective in nature and involve un-
certainties and matters of significant judgment and therefore cannot
be determined with precision. Changes in assumptions could sig-
nificantly affect the estimates.

11. STOCK REPURCHASE PLAN

In June 1999, the stockholders of Nichido Fire approved the pur-
chase of up to 44.0 million shares of Nichido Fire’s common stock.
During the year ended March 31, 2000, Nichido Fire repurchased 4
million shares from the market and retired them for an aggregate
cost of ¥2,461 million. The entire repurchase cost of retired shares
was charged to retained eamings in accordance with the Japanese
Commercial Code.
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12. STATUTORY CAPITAL AND DIVIDEND AVAILABILITY

(a) Legal Reserve

The Insurance Business Law of Japan, as amended, requires that an
amount equal to at least 20% of appropriations of retained earnings
paid in cash be set aside as a legal reserve until an aggregated
amount of additional paid-in capital and the legal reserve equals
stated capital. This reserve is not available for dividends but may be
used to reduce a deficit or may be transferred to stated capital.

(b) Dividend Availability

The Company is subject to regulatory restrictions on the amount of
dividends distributable to its stockholders. The amount of retained
carnings available for dividends is based on the amount recorded on
the Company’s non-consolidated statutory books of account in accor-
dance with Japanese GAAP. The adjustments included in the accom-
panying consolidated financial statements to have them conform with
U.S. GAAP, but not recorded in the books of account, have no effect
on the determination of the amount available for dividends.

Cash dividends charged to unappropriated retained earnings rep-
resent dividends paid. Provision has not been made in the accompa-
nying consolidated balance sheet as of March 31, 2002 for
dividends subsequently proposed to the Company’s sole stock-
‘holder, Millea Holdings, by the Board of Directors in the aggregate
amount of ¥ 3,341 million ($25,120 thousand).

The Company is required to maintain adequate solvency margins
for Japanese regulatory authorities. At March 31, 2002, the Com-
pany had sufficient capital surplus in its non-consolidated statutory
stockholders’ equity to satisfy the solvency margin requirements.

13. EARNINGS PER SHARE

Reconciliation of the differences between basic and diluted EPS for
the years ended March 31, 2002, 2001 and 2000 is as follows:

Yen in millions Dotlars in thousands

2002 2001 2000 2002

Income before cumulative
effect of accounting
Changes ........cvvvveconncnnenns ¥1,815 ¥13,060 ¥14,190 $13,647
Cumulative effect of
accounting changes,
Nt Of tAX oo, (1,459 — — {10,970)

Net income available to

common stockholders ......... 356 13,060 14,190 2,677
Effect of dilutive secunities:

Convertible bonds — 185 160 —
Diluted net income .................. ¥ 356 ¥13245 ¥14,350 8§ 2,677
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Thousands of shares
2002 2001 2000
Weighted-average shares .................. 445,434 445,444 447,773
Effect of dilutive securities:
Convertible bonds ...........c.co.covvieen — 30,029 30,070
Weighted-average shares for
diluted EPS computation ................ 445,434 475473 477,843
Yen Doflars
2002 2001 2000 2002
Net income per share:
Basic:
Income before cumulative
effect of accounting
Changes oocovcervecvrnnrrininns ¥4.08 '¥2932  ¥31.69 $0.031
Cumulative effect of
accounting changes,
net of X .oeieeininneinn (3.28) — — (0.025)
Netincome ..o ¥0.80  ¥2932  ¥31.69 $ 0.006
Diluted:
Income before cumulative
effect of accounting
changes ..cccoovevvveninecinnes ¥4.08 ¥2786  ¥30.03 $0.031
Cumulative effect of
accounting changes,
net of taxX .oevvicrevicnans (3.28) — — (0.025)
Net income ¥0.80 ¥2786  ¥30.03 $ 0.006

14. COMMITMENTS AND CONTINGENT LIABILITIES

At March 31, 2002, commitments outstanding for the purchase of
property and equipment approximated ¥2,791 million ($20,985
thousand).

The Company occupies certain offices and other facilities and
uses certain equipment under cancelable lease arrangements. Rental
expenses for the years ended March 31, 2002, 2001 and 2000 aggre-
gated ¥6,361 million (347,827 thousand), #6,581 million and ¥6,811
million, respectively.

Guarantees are used in various transactions to enhance credit
standing of the Company’s customers. They represent irrevocable
assurances that the Company will make payment in the event that
the customer fails to fulfill its obligation to third parties. The Com-
pany had guarantees outstanding relating to the financial transac-
tions including bonds and asset backed securities amounting to ¥
5,000 million ($37,594 thousand) at both March 31, 2002 and 2001.

In the ordinary course of business, the Company is involved in
various legal proceedings. Although there can be no assurances, as
of March 31, 2002, the Company believes, based on information
currently available, that the ultimate resolution of these legal pro-
ceedings would not be likely to have a material adverse effect on its
results of operations, financial condition or liquidity.
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15. DERIVATIVE F INANCIAL INSTRUMENTS

The Company utilizes derivative financial instruments in its normal
course of business to reduce its exposure to fluctuations in interest
rates, foreign exchange rates and market values in its fixed maturities
portfolio.

To manage foreign exchange exposure mainly from foreign cur-
rency fixed maturity investments, the Company enters into foreign
exchange forwards. Foreign exchange forwards are agreements to
exchange different currencies at a specific future date. The total
amount of the foreign exchange forwards outstanding at March 31,
2001 were ¥34,135 million to sell foreign currencies.

The Company has entered into interest rate swaps to manage in-
terest rate exposure. [nterest rate swaps generally involve the ex-
change of fixed and floating rate interest exposures without the
exchange of the underlying principal. The Company had outstand-
ing interest rate swaps with an aggregate notional amount of
¥1,000 million (87,519 thousand) at both March 31, 2002 and 2001.

The fair values of the Company’s derivative financial instru-
ments, which are equal to the carrying amounts, at March 31, 2002
are as follows:

Yen in millions Doilars in thousands

Fair value
Liabilities

Asgels Agsets Liabilities

2002:

Interest rate swaps ¥—

¥

$68
368

$—
$—

Total derivatives

The carrying amounts and the fair values of the Company’s de-
rivative financial instruments at March 31, 2001 are as follows:

Yen in millions

Carrying amount Fair value
Assets Liabilities Assets Liabilitics
2001:
Foreign exchange forwards ..... ¥— ¥— ¥— ¥(2,298)
Interest rate SWaps .......ocovecineee — — 18 —

The following methods and assumptions were used by the Com-
pany in estimating the fair values of its derivative financial instru-
ments:

63

Foreign exchange forwards
The fair values of foreign exchange forwards are estimated by ob-
taining current market quotes from banks.

Interest rate swaps

The fair values of interest rate swaps are based on the estimated
present values the Company would receive or pay to terminate
agreements, taking into consideration current interest rates and the
current creditworthiness of the counterparties.

Limitations

Fair value estimates are made at a specific point in time, based on
relevant market information and information about the financial in-
struments. These estimates are subjective in nature and involve un-
certainties and matters of significant judgment and therefore cannot
be determined with precision. Changes in assumptions could sig-
nificantly affect the estimates.

16. BUSINESS SEGMENTS

The Company is organized according to products and services
which it offers. This structure is considered in the identification of
its two reportable segments. These segments and their respective
operations are as follows:

Property and Casuaity

Property and Casuaity segment writes marine, fire and casualty, au-
tomobile and allied lines of insurance principally covering risks lo-
cated in Japan and hull and cargo risks for Japanese businesses. The
Company evaluates the results of this segment based upon premium
income and underwriting resuits.

Life

Life insurance products primarily include whole-life insurance. The
Company evaluates the results of this segment based upon the num-
ber of policies and net income.

The accounting policies of the business segments are the same as
those described in the notes to consolidated financial statements.
The effects of the elimination of certain intersegment transactions
are included in the Property and Casualty segment result,

Income and asset data for the Company’s business segments for
the years ended March 31, 2002, 2001 and 2000 are as follows:
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Yen in millions Yen in millions
Property Property
and Casualty Life Consolidated and Casualty Life Consolidated
2002: 2001:
Operating income: Operating income:
Property and casualty: Property and casualty:
Net premiums written ................ ¥ 371,170 ¥ — ¥ 371,170 Net premiums written ................ ¥ 376,731 % — ¥ 376,731
Less increasc in unearned Less increase in unearned
PIEIMIUMS oovivininrnreceeriniueconane 2,070 — 2,070 Premiums ......ccooeeernee . 7,251 — 7,251
Premiums eamed 369,100 — 369,100 Premiums earmed ....ocovcivennnine, 369,480 — 369,480
Life premiums ...cco.ocoveericvinernnnns — 25,074 25,074 Life premiums — 25,990 25,990
Net investment inCome .................. 10,793 1,536 12,329 Net investment income ... 11,767 1,147 12,914
Realized gains (losses) on Realized gains on investments ....... 6,683 156 6,839
INVESINCNLS woovovviireririisirinier e (16,488) 127 (16,361) Total operating income ............. 387,930 27,293 415,223
Total operating income 363,405 26,737 390,142 Operating costs and expenses:
Operating costs and expenses: Losses, claims and loss
Losses, claims and loss adjustment eXPenSes «......evvvernnes 225,162 — 225,162
2djustment SXPenses v eaareenens 218,293 — 218,293 Policy benefits and losses for life .. — 20,295 20,295
Policy benefits and losses for life .. — 19,117 19,117 Policy acquisition costs .......c..o..es 126,983 1,224 128,207
Policy acquisition Costs ................. 123,956 1,777 125,733 ~ Other operating expenses ............. 20,314 2,396 22,710
Other operating expenses .............. 22,439 3,034 25,473 Total operating costs and
Total operating costs and EXPENSES ..evinennn e 372459 23915 396,374
CXPENSES .ovvvrirerereerirrerivenreeerins 364,688 23,928 388,616
Income before income tax
Income (loss) before income tax EXPENSE .vvreriirnmmirerinsesesrarinne 15,471 3,378 18,849
expense and cumulative effect Income tax expense (benefit):
of accounting changes .............. (1,283) 2,809 1,526 CUITENL ..ot cens 7,921 16 7,937
Income tax expense (benefit): Deferred ...oooovvvinvvincceicrinne (3,37%) 1,227 (2,148)
CUITENT ..o e 21,335 309 21,644 4,546 1,243 5,789
Deferred ....oovverievcreenesicrerenanens (22,665) 732 (21,933)
(1,330) 1,041 (289)
NetiNCoOmMe .....ocoreerviirieeniireerinns ¥ 10925 ¥ 2,135 ¥ 13,060
Income before cumulative effect
ofaccounting changes ............ 4 1,768 1,815 Total investments ...................... ¥1824913 ¥ 77,195 ¥ 1902108
C;;‘;'::”:;f:iffa°°°”"““g ........ (1459 _ (asey  TORIESE £2284373 ¥ 94478 ¥ 2,378,851
Net inCOMe w.vvvvervrrnnrecererevinne. ¥ (1,412) ¥ 1,768 ¥ 356

Total investments .........ccoeerevereureee

Total ASSELS woivveeirerce e eeie e

¥1,567,742 ¥ 88,479 ¥ 1,656,221

¥2,115,248 ¥110,238 ¥ 2,225,486
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Yen in millions Dollars in th
Property Property
and Casualty_ Life Consolidated and Casuaity Life Consolidated
2000: 2002:
Operating income: Operating income:
Property and casualty: Property and casualty:
Net premiums written ................ ¥ 382815 % — ¥ 382815 Net premiums written .........c..... $2,790,752 $ — $2,790,752
Less increase in unearned Less increase in uncarned
PIEMUUMS .vovereceiricrincnreenenseenee 8,952 — 8,952 PLEIMUUITIS oociviueriencanarnneassnenase 15,564 — 15,564
Premiumseamed .........cccovvnnn, 373,863 — 373,863 Premiums eamed .......coccooviecnennne 2,775,188 — 2,775,188
Life premiums ......... — 23,483 23,483 Life premiums ... . — 188,527 188,527
Netinvestment income ....... 10,564 823 11,387 Net investment INCOME ..........cn..... 81,150 11,549 92,699
Realized gains on investments ....... 14,175 70 14,245 Realized gains (losses) on
Total operating income............... 398,602 24376 422,978 INVESTMENLS oo (123,970 98§ (123015)
Operating costs and expenses: Total operating income . 2,732,368 201,031 2,933,399
Losses, claims and loss Operating costs and expenses:
adjustment eXpenses ........ocovrcreure 223,038 - 223,038 Losses, claims and loss
Policy benefits and losses adjustment eXpenses .....c.covvvrrane 1,641,301 — 1,641,301
fOr 1ife oo — 19,043 19,043
Policy acquisition costs .. 130,036 1,035 131,071 Policy benefits and losses for life .. — 143,737 143,737
Other operating expenses 25,989 2,304 28,293 Policy acquisition costs 932,000 13,361 945 361
Total operating costs and Other operating expenses ... 168,714 22,812 191,526
EXPENSES 1oovonvieirrieiiacaismininieenes 379,063 22,382 401,445 Total operating costs and
EXPENSES ...vvveveecrrerrreicenaieieees 2,742,015 179910 2,921,925
Income before income tax
EXPENSE ...oerereriacererarseansersnearesas 19,539 1,994 21,533 Income (loss) before income tax
Income tax expense: expense and cumuiative effect
Current .. 4,507 10 4,517 of accounting changes .... (9,647) 21,121 11,474
Deferred 2,095 731 2,826 Income tax expense (benefit):
6,602 741 7,343 CUITERY .o 160,414 2,323 162,737
Deferred .....ooovvevreviiviie s (170,414) 5,504 (164,910)
(10,000) 7,827 (2,173)
NEtincome .....oovceemvvivvnncriennenns ¥ 0012937 ¥ 1253 ¥ 14,190
Income before cumulative effect
Total inVESTNENtS «.......coovrrorerccroer. ¥2015,734 ¥ S7,008 ¥ 2,072,742 of accounting changes ........... 353 13294 13,647
TOMa ASSEIS v $2,462311 ¥ 70467 ¥2,532778 i:;g:;‘vfeffiz;’faC“"“t‘“g .......  tosm) — e
Net iNCOME ...ovververrriereerernienns $ (10,617) § 13294 § 2,677
Total investments .........ococrerrinenn. $11,787,534 $ 665,255 $12,452,789
Total 8SS6LS ...oovvvvvree e $15,904,121 $828,857 $16,732,978
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Independent Auditors’ Report

To the Board of Directors and Sfockholders
The Nichido Fire and Marine Insurance Company, Limited:

We have audited the accompanying consolidated balance sheets of The Nichido Fire and Marine Insurance Company, Limited and subsid-
iaries as of March 31, 2002 and 2001, and the related consolidated statements of income, stockholders’ equity, cash flows and comprehen-
sive income for each of the years in the three-year period ended March 31, 2002, all expressed in yen. These consolidated financial
statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on these consolidated financial
statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of America. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of The
Nichido Fire and Marine Insurance Company, Limited and subsidiaries at March 31, 2002 and 2001, and the results of their operations and
their cash flows for each of the years in the three-year period ended March 31, 2002 in conformity with accounting principles generally
accepted in the United States of America.

As discussed in note 1(g) of the notes to the consolidated financial statements, the Company changed its method of accounting for derivative
instruments and hedging activities in the year ended March 31, 2002.

The accompanying consolidated financial statements have been translated into United States dollars solely for the convenience of the reader.

We have recomputed the translation and, in our opinion, the consolidated financial statements expressed in yen have been translated into
United States dollars on the basis set forth in note 1(a) of the notes to the consolidated financial statements.

& s

Tokyo, Japan'
July 31, 2002
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Worldwide Network of Tokio Marine

@® BRANCHES

A REPRESENTATIVE AND LIAISON OFFICES
B UNDERWRITING AGENTS

¢ SUBSIDIARIES AND AFFILIATES

UNITED STATES

©® A NEW YORK
230 Park Avenue, New York, NY 10169

H<$ NEW YORK
Tokio Marine Management, Inc.
230 Park Avenue, New York, NY 10169

® S NEW YORK
Tokio Re Corporation
230 Park Avenue, New York, NY 10169

< NEWYORK
Trans Pacific Insurance Company
230 Park Avenue, New York, NY 10169

%+ NEW YORK
Tokio Marine Realty Co., Ltd.
230 Park Avenue, New York, NY 10169

» NEW YORK
TM Claims Service, Inc.
230 Park Avenue, New York, NY 10169

< NEW YORK
AXIA Services, Inc. -
230 Park Avenue, New York, NY 10169

% NEW YORK
Tokio Marine Asset Management (USA), Ltd.
230 Park Avenue, Suite 910, New York, NY 10169

% NEW YORK
Morita & Co., Inc.
600 Third Avenue, 18th Fl,, New York, NY 10016

< NEW YORK o
TM Specialty Insurance Company
230 Park Avenue, New York, NY 10169

< NEW YORK
TM Casualty Insurance Company
230 Park Avenue, New York, NY 10169

< NEW YORK
Ergonomics Technologies Corporation:
6851 Jericho Turnpike, Suite 200 Syosset, NY 11791
A~ LOS ANGELES
Tokio Marine Management, Inc., Western Regional Office
800 East Colorado Blvd., Pasadena, CA 91101-2132

+» LOS ANGELES:
TM Claims Service, Inc., L A. Office
800 East Colorado Blvd., Pasadena, CA 91109-7316

A» SAN FRANCISCO".
Tokio Marine Management, Inc., San Francisco Office
1825 South Grant St}'eet, Suite 570, San Mateo, CA 94402

A% CHICAGO :

Tokio Marine Management, Inc., Chicago Office

Suite 2980, 444 North Michigan Avenue, Chicago, [L 60611
A% ATLANTA :

Tokio Marine Management, Inc., Atlanta Office

One Ravinia Drive, Suite 1130, Atlanta, GA 30346

» DELAWARE
Tokio Marine Delaware Corporation
32 Loockermnan Square, Suite L-100, Dover, DE 19901
A% HONOLULU
First Insurance Company of Hawaii, Ltd.,, Tokio Marine Unit
1100 Ward Avenue, Honolulu, HI 96814

< HONOLULU
TM Claims Service, Inc., Honolulu Branch
1100 Ward Avenue, Suite 710, Honolulu, HI 96814

AEB< GUAM
Nanbo Guam, Lid.
P.O. Box 2980, Hagatna, Guarn 96910

CANADA

AB TORONTO
¢/0 Lombard Canada Ltd.
105 Adelaide Street West 3rd Floor, Toronto, Ontario MSH 1P9

A VANCOUVER
/o Lombard Canada Ltd.
Suite 602, Two Bentall Cenrre, 555 Burrard Streer, Box 261,
Vancouver, British Columbia V7X 1M8

MEXICO

A MEXICO CITY
Tokio Marine Compatiia de Seguros, S.A. de C.V.
Félix Parra 39, Col. San José, Insurgentes, C.P. 03900
Meéxico, D.F.

* MEXICO CITY
Tokio Marine Global Re Ltd. Oficina de Representacion en-
Meéxico
Félix Parra No.39, ler Piso, Col. San José Insurgentes, Deleg. Benito
Juarez, 03900 México, D.F.

» TIJUANA
Tokio Marine Compa#iia de Seguros, S.A. de C.V.
Blvd. Agua Caliente 4558, Desp. 204
Colonia Aviacion 22420 Tijuana, B.C.

< AGUASCALIENTES
Tokio Marine Compatfiia de Seguros, S.A. de C.V.
Sierra Morena 512, Desp. 103
Fraccionamiento Bosques del Prado,
la Secc. 20127, Aguascalientes, AGS.

< MONTEREY
Tokio Marine Compariia de Seguros, S.A. de C.V.
Av, Lazaro Cardenas 2400 Poniente, Edificio Losoies Despacio
A-21A, San Pedro Garza Garcia, N.L.

VENEZUELA

A% CARACAS
Tokio Marine de Venezuela, C.A.
Edificio Centro Seguros Sud America Piso 2, Ofc. 2-B,
Av. Francisco de Miranda, El Rosal, Caracas

COLOMBIA

A BOGOTA
Calle 100, No. 19-61 Oficina 603 Edificio Centro Empresarial 100,
Bogota

BRAZIL

A% SAOPAULO
Tokio Marine Brasil Seguradora S.A.
Rua 13 de Maio, 1529, CEP: 01327-001, Sdo Paulo, SP

A+ RIO DE JANEIRO
Tokio Marine Brasil Seguradora S.A.
Av. Rio Branco, 115-14° Andar-cj. 1403
Rio de Janeiro, RJ, CEP: 20040-004

<+ MANAUS
Tokio Marine Brasil Seguradora S.A.
Rua 24 de Maio, 200-9° Andar~cj. 912 Manaus, AM,
CEP: 69010-080
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« BELO HORIZONTE. GERMANY
Tokio Marine Brasil Seguradora S.A. o,
Av. Cristovio Colombo, 400-2° Andar, Belo Horizonte, MG, CEP: v gfki%fe Europe Insurance Limited
30140-150 ¢/o0 Burmester, Duncker & Joly,
> (I:'Uk;RgI}}BA Brasil S adora SA. Trostbriicke 1, D-20457 Hamburg
oo Manne Srasi Seguradora o.A. iy : A9 DUSSELDORF
g;?\g?:gékéa_lo?godoro, 950-5° Andar-cj. 501 Curitiba, PR, Tokio Marine Europe Insurance Limited, German Branch
' Immermannstrasse 45, D-40210 Diisseldorf
< BLUMENAU
Tokio Marine Brasil Seguradora S.A. - NETHERLANDS
Rua Ingo Hering, 20-Sala 6, Blumenau, SC, CEP: 89010-010 Ad AMSTERDAM
« PORTO ALEGRE Tokio Marine Europe Insurance Limited, Netherlands Branch
Tokio Marine Brasil Seguradora SA. - .- Prof. J.H. Bavincklaan 5, 1183 AT Amstelveen
Rua dos Andradas, 955-4° Andar-cj. 401, Pérto Alegre, RS, + AMSTERDAM
CEP: 90020.005 TM Management Services Limited, Netherlands Branch
% RIBEIRAO PRETO Prof. J.H. Bavincklaan 5, 1183 AT Amstelveen

Tokio Marine Brasil. Seguradora S.A.
Rua Cerqueira Cesar, 481-5° Andar-cj. 500 Ribeirdo Preto, SP, CEP: IRELAND
. 14100-130 ~ % DUBLIN
Tokio Marine Global Re Limited
ARGENTINA . IFSC House, International Financial Services Centre, Dublin 1
W BUENOS AIRES

/o0 HSBC La Buenos Aires Compafia Argentina de Seguros DENMARK

S.A. NHA
Avenida de Mayo 701, 1084 - Buenos Aires * %?IgoEMaﬁrS%Empe Insurance Limited
: /0 Hansen & Klein Insurance Management Limited A/S.
PARAGUAY ’ ) i 9 Dronningens Tvaergade, DK-1302, Copenhagen K

& ASUNCION ‘ :
La Rural S.A. de Seguros NORWAY
Avenidd Mcal Lépez 1082 N° esq Mayor Bullo, Asuncién » OSLO.
+ ENCARNACION ~ Tokio Marine Europe Insurance Limited
La Rural S.A. de Seguros ) /o Citius Insurance AS
Monsefior Wiesen 389, 1 Piso, o/m cal Estigarribia, Encarnacidn Drammensveien 145b, P.O. Box 170, Skayen N-0212 Oslo
EUROPE _ GREECE
<% ATHENS
UNITED KINGDOM. . Tokio Marine Europe Insurance Limited
A% LONDON ) /0 Willis Kendriki 5.4,
Tokio Marine Europe Insurance Limited 44 Ermou Street, 105 63, Athens
150 Leadenhall Screet, London EC3V 4TE ’
 LONDON ITALY
Tokio Marine Property Limited A% MILANO
150 Leadenhall Street, London EC3V 4TE Tokio Marine Europe Insurance Limited, Italy Branch
% LONDON /o Allianz Subalpina S.p.A.

TM Management Services Limited Via Turati 4, 20121 Milano

150 Leadenhall Street, London EC3V 4TE

< LONDON:
Tokio Marine Asset Mauagemenx (London) Limited
150 Leadenhall Street, Lon_don EC3V 4TE

SPAIN

A% BARCELONA
Tokio Marine Europe Insurance Limited, Spain Branch
Via Augusta, 281-285, 08017, Barcelona

FRANCE BERMUDA
A% PARIS i -
Tokio Marine Europe Insurance Lmuted, France Branch M ¥m512§1 ium Re Lid.
21, boulevard de la Madeleine'75038 Paris, Cedex 01 The Waterfront, 90 Pitts Bay Road, Pembroke, HMO08, Bermuda
< PARIS
TM Management Services Lmuxed, Paris Branch CAYMAN ISLANDS
21, boulevard de [a Madeleine 75038 Paris, Cedex 01 + GRAND CAYMAN
BELGIUM First Chicago Tokio Marine Financial Products Ltd.
P.O. Box 309, South Church Screet, George Town, Grand Cayman,
A% BRUXELLES Cayman Islands, British West Indies
Tokio Marine Europe Insurance Limited, Belgium Branch. % GRAND CAYMAN

c/o Fortis Corporate Insurance N.V. Tokio Marine Asset Management (Cayman) Lid.
Avenue du Boulevard 21, B-1210 Bruxelles W.S. Walker & Company,‘;’gio. Box 26059,, G.T., Mary Street,
<2 ANTWERPEN Caledonian House, George Town, Grand Cayman, Cayman [slands,
Tokio Marine Europe Insurance Limited : British West Indies
c/o Fortis Corporate Insurance Marine
Antwerp Tower, De Keyserlei 5 box 6, B-2018 Antwerpen
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MIDDLE & NEAR EAST .
UNITED ARAB EMIRATES:

AN DUBAI
/o Al-Futtaim (Private) Limited, Agents, The Tokio Marine
and Fire Insurance Co., Ltd,
3¢d Floor, Deira City Center Office Buxldmg,
P.O. Box 152, Deira, Dubai

IRAN -

A TEHRAN . :
¢/o Rahavard Insurance Consultants Company
Tavanir Ave., Nezami Ghanjavi Ave., No. 20, Pannah St;,
Post Code 14348 Tehran

SAUDI ARABIA .

AR JEDDAH
/o0 Hussein Aoueini & Co., Ltd.
Apartment 202-204 Shaker Building, South of Caravan Shopping
Center, Ibrahim, Shaker Street, (P.O. Box 25), Jeddah 21411

A RIYADH .
c/o Hussein Aoueini & Co Ld
No. 356 5¢h Floor, Al- Mousa Residential & Commercial Center,
Olayia Road, (P.O. Box 643), nyad.h 11421

- & AL KHOBAR
¢/0- Hussein Aoueini & Co., Ltd, . )
Room No. 203, Fluor Arabia Building, King Abdul Aziz Boulevard
Road, 1 KM North of Al Khobar, (P.O. Box 290),
Al Khobar 31952

BAHRAIN

A+ MANAMA
The Arab-Eastern Insurance Company anted E.C.
2nd Floor, AFS Tower Building 155, Road 2004,
(P.O. Box 10264), Manama 320-

KUWAIT

A KUWAIT
/o Kuwait Insurance Company S.AK.-
P.O. Box 769 Safat, 13008, Kuwait

TURKEY

A ISTANBUL
Koc Allianz Sigorta A.S.
“Baglarbasi, Kisikli Caddesi No. 11, 81180 Alrunizade-Istanbul

< ISTANBUL
Koc Allianz Hayat Sigorta A.S.
Baglarbasx Kmkh Caddesi No. 11, 81180 Altummde Iscanbul

LOCEANIA & MICRONESIA )

AUSTRALIA-

AN+ SYDNEY - :
Tokio Marine Managemem Mustralasm) Py, Lid.
Level 12, The Chifley Square; Sydney, N.S.W.- 2000 (G.P.O, Box
4616, Sydney N.S.W. 2001) )

AY> MELBOURNE
Tokio Marine Management (Australasm) Py, Led
Victoria Branch,
Level 17, 90 Collins Street, Melboume Victotia 3000

<+ ADELAIDE
Tokio Marine Management (Australasia). Py, Ltd,
South Australia Branch,
7¢th Floor, 45 King William Streer, Adelaide,
South Australia 5000

NEW ZEALAND:

B AUCKLAND
/0 New Zealand Insurance Limited
Level 10, NZI House, 151 Queen Street, Auckland 1
(P.O. Box 1609}

COMMONWEALTH OF THE NORTHERN MARIANA ISLANDS

l SATPAN-
/o Pacifica Insurance Underwriters, Inc.
P.O. Box 500168, Saipan, C.N.M.I. 96950

REPUBLIC OF PALAU .

B PALAU
/o0 Neco Insurance Underwriters, Ltd.
P.O. Box 129, Koror, Palau, W.C.I. 96940

PEOPLE’S REPUBLIC OF CHINA

® SHANGHAT )
38F HSBC Tower, 101 Yin Cheng Dong Lu, Pudong New Area,
Shanghai 200220

A BELJING.
7th Floor; Changfugong Office Building, No. JIA26,
Jianguomenwai Dajie, Chaoyang-Qu Beijing

A TIANJIN
Room No. 2309, Tianjin International Bldg., 75 Nanjing Road;
Tia.njin

A DALIAN

SF Sen Mao Building, No. 147 Zhong Shan Road,
Xi Gang Qu, Dalian

A NANJING
Room-1758; Nanjing World Trade Center, 2 Hanzhong Road,
Nanjing

A CHENGDU
Room No. 361, Jin ]Ja.ng Horel, No. 80 Section 2. Ren Min Ave.,
Chengdu

A GUANGZHOU
Room 1231-1233; Garden Office Tower, 368 Huanshi Dong Lu,
Guangzhou

A SHENZHEN
Room 713, 7F, Office Tower Shun Hing Square, Di Wang
Cormmetcial Centre, 5002 Shen Nan Dong Road, Shenzhen

AR HONGKONG '

The Tokio Marine and Fire Insurance Company (Hong Kong)
Limited
27th Floor, United Centre, 95 Queensway, Hong Kong

%+ HONG KONG
Tokio Marine Investment Services, Limited
27th Floor, United Centre, 95 Queensway, Hong Kong

TAIWAN
A TAIPEI
14th Floor, No. 111, Sungchiang Road, Taipei
KOREA

A SEOUL
3rd Floor, Samsung Insurance Bldg. 87, Euljiro, 1-Ga, Joong-Gu,
Seoul 100-843

PHILIPPINES

Av MANILA
Tokio Marine Malayan Insurance Co., Inc.
6th and 7th Floors, Y Tower I, Alfaro Cor. Gallardo Streets, Salcedo
Village, Makati, Metro Manila
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THAILAND

A+ BANGKOK. B
The Sri Muang Insurance Co., Lud. .
9th—11th Floors, Kamol Sukosol Building, 317 Silom Road,
Bangkok 10500

4+ BANGKOK
Tokio Marine South-East Servicing Company Limited
10¢h Floor, Kamol Sukosol Building, 317 Silom Road, Bangkok
10500

BANGKOK

Tokio Management Services (7'haz.land) Ca Lid

9th Floor, Kamot Sukosol Building, 317 Silom Road Bangkok
10500

< BANGKOK
TMF Holding (Thailand) Limited .
10th Floor, Kamol Sukosol Building, 317 Silom Road, Bangkok
10500

% BANGKOK
Millea Life Insurance (Thailand) Public Co., Ltd.
Empire Tower Bldg:, 26th Flr., 195 South- Sarhorn Rd., Yannawa,
Sathorn, Bangkok 10120

¢ BANGKOK
Pannasub Co., Lud,
10¢h Floor, Ka.mol Sukoscl Bw]dmg, 317 Silom Road, Bangkok
10500

“» CHONBURI '
The Sri Muang Insurance:Co., Ltd,, Chonburi Branch
880, 882 Sukumvit Road, Tumbol Bangplasrol Ampher Muang,
“Chonburi 20000

& CHIANG MAI
The Sri Muang Insurance Co., Ltd., Chiang Mai Branch
2nd Floor, Airport Business Park Bldg. Suite 208, 90 Mahidol Rd
Tumbol Haiya Arnphur Muang, Chnang Mai 50100

MALAYSIA

A% KUALA LUMPUR
Tokio Marine Insurans (Malaysia) Bhd.
29¢h—31st Floors, Menara Dion 27 Jalan Sultan Ismail, 50250 Kuala
Lumpur ..

+ IPOH.
Tokio Marine Insurans (Malaysta) Bhd
58B (2nd Floor) Persiaran Greentown 1, Greentown Business Centre .
30450 Ipoh, Perak Darul Ridzuan:

¢ MELAKA
Tokio Marine Insurans Walaysw) Bhd.
No. 5A, Jalan Melaka Raya 13,
Taman Melaka Raya 75200 Melaka

% LABUAN
Tokio Marine Global Re Lmuted, Labuan Branch
c/o MNI Offshore Insurance (L) Led:, Level. 11 (E), Main Office
Tower; Financial Park Labuan, _Ialan Merdeka, 87000 WP Labuan
(Kuala Lumpur Marketing Otﬁce .
Menara Dion, #34-01, 27 Jala.n Sukan Ismml
50250 Kuala Lumpur) "

SINGAPORE

A% SINGAPORE
The Tokio Marine and Fire Insurance Company (Singapore)
Pte, Limited
6 Shenton Way #23-08, DBS Building, Tower Two,
Singapore 068809

< SINGAPORE
Tokio Management Services (Asia) Pte. Ltd.
6 Shenton Way #25-09, DBS Building, Tower Two,
Singapore 068809

0

¥ SINGAPORE
Tokio Marine Asset Management International Pte, Ltd.
6 Shenton Way #23-08, DBS Building, Tower Two,
Singapore 068809

BRUNEIL

% BANDER SERI BEGAWAN
The Tokio Marine and Fire Insurance Company (Singapore)
Prte. Limited
6 Shenton Way #23-08, DBS Building Tower Two,
Singapore 068809

INDONESIA
A% JAKARTA.
P.T. Asuransi Tokio Marine Indonesia’

Wisma Kyoei Prince, 9th & 10th Flooss, J1. Jend Sudirman Kav, 3-
4, Jakarta 10220

+ SURABAYA

P.T. Asuransi Tokio Marine Indonesia, Surabaya Branch
Office - -

Medan.Pemuda Building 8th Floor, 27-31 Jalan Pemuda, Surabaya-
60271,

+ BATAM' :
P.T. Asuransi Tokio Marine Indonesia, Batam Representative
e
Wisma Batamindo, 3rd Floor, unit no. 16

VIETNAM

% HANOI
Vietnam International Assurance Company, Hano: Branch
6th Floor; Sun Red River, 23 Phan Chu Trinh Street, Hoan Kiem
District, Hanoi

% HO CHI MINH CITY
Vietnam International Assurance Company
8th Floar, The Landmark, 5B Ton Duc Thang Street, District 1, Ho
Chi Minh City - :

MYANMAR

A YANGON
FMI Centre; Room No. 908, 9th Floor; No. 380,
Boquke Aung San Streer, Pabedan Township, Yangon

INDIA

A NEW DELHI
Lower Ground Floor, A-11/1, Vasant Vihar, New Delhi 110057

% NEW DELHI
" IFFCO-TOKIO General Insurance Co. Ltd,, Delhi Zonal
Office
FAI Building, 10, Shaheed Jeet Singh Marg, New Delhi-110047

+ NEW DELHI
IFFCO-TOKIO General Insurance Co. Ltd., CP Office
505-Kailash Building, 26 K. G. Marg, New Delhi-110001

% HARYANA
IFFCO-TOKIO General Insurance Co. Ltd., Corporate Office
4th Floor, Palm Court, Plot No 20/4, Mehsauli-Gurgaon, Road,
Sukhrali Chowk, Gurgaon, Haryana-122001

% NOIDA
IFFCO-TOKIO General Insurance Co. Ltd., Noida Office
KRIBHCO Building, 11 Floor, A-10, Sector 1, NOIDA-201301
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> AHN[EDABAD :
IFFCO-TOKIO General Insurance Co. Lid., Ahmedabad
Branch
45, Drive in Road, Opposite to Dev Bhumi, Apartments, Near
Navrang Pura, Ahmedabad-380009

< ALLHABAD
IFFCO-TOKIO General Insurance Co. Ltd.
Meena Bazar (1st Floor), 10 Sardar Patel Marg, Civil Lines,
Allahabad-211001

+ BAREILLY ,
IFFCO-TOKIO General Insurance Co. Ltd.
B-148, IFFCO Township, Aonla, Bareilly (U. P.)-243403

“» BANGALORE
{FFCO-TOKIO General Insurance Co. Ltd., Bangalore Zonal
Office :
No. 8; 3td-Floor, 3rd Block Karnataka State, Marketing Vibration
Building Cunningham Road, Bangalore-560052

% BHOPAL
IFFCO-TOKIO General Insurance Co. Ltd., Bhopal Branch
Block 2, 3rd Floor, Paryas Bhawan, Arera Hills, Bhopal-462011

< CHENNAT .
IFFCO-TOKIO General Insurance Co. Ltd.
115, Habibullah, ‘T" Nagar, Chennai-600017

% COCHIN-
IFFCO-TOKIO General Insurance Co. Ltd.
X1/148S5, 1st Floor, ‘Satgamaya’, M. G. Road, Cochin-682011

% COIMBATORE
IFFCO-TOKIO General Insurance Co. Ltd.
Ponmani Towers, 73 Avarampalayam Road, New Sldhapudur,
Coimbatore 641044

+» HYDERABAD
IFFCO-TOKIO General Insurance Co. Ltd.
C/O IFFCO, 10-5-22, Masab Tank, Hyderabad-500028

% KOLKATA
IFFCO-TOKIO General Insurance Co. Ltd.
IFFCO COMPLEX
8, Acharya Jagadish .Chandra Bose Road, 'Circular Court’, st Floor,
Kolka:a—7000 17 : B

< LUCKNOW
IFFCO-TOKIO General Insurance Co. Ltd.
C/O IFFCO, 8, Gokhale Marg, Lucknow-226001

< LUDHIANA
IFFCO-TOKIO General Insurance Co. Lid.
1st Floor, Sohan Singh Complex, Shastri Nagar, Near Railway
Crossing, Ludhiana 141002

< MUMBAI
IFFCO-TOKIO General Insurance Co. Ltd., Bandra Office
C/Q IFFCO, 181, Waterfield Road, Bandra (West) Mumbai-400050

N

+ MUMBAI
IFFCO-TOKIO General Insurance Co. Ltd., Nariman Point
Office :
1404 Maker Chamber No. 5, 14th Floor, Jamnalal Bajaj Road,
Nariman Point, Mumbai400021

+ MUMBAI
IFFCO-TOKIO General Insurance Co. Ltd,
[LFS Building, G Block, C-22, Quadrant A, 3rd Floor, Bandra Kurla
Complex, Bandra East, Mumbai-400051

- % CHANDIGARH

IFFCO-TOKIO General Insurance Co. Ltd.
IFFCO COMPLEX
Plot No. 2 (B&C) Sector 28-A, Madhya Marg, Chandigach-160002

% NAGPUR
IFFCO-TOKIQ General Insurance Co. Ltd.
Block No. 2, Rohera Arcade, 1st Floor, Ajini Square, Wardha Road,
Nagpur-440015

% PUNE
IFFCO-TOKIO General Insurance Co. Ltd,
C/O IFFCO, E/2, Sahkaar Bhawan, Guletikadai Market Yard, Pune-
411037

% SURAT
IFFCO-TOKIO General Insurance Co. Ltd.
Kribhco Admin Buiiding, AT & Post Knbhco Nagar, Surar~395003

%+ VADODARA
IFFCO-TOKIO General Insurance Co. Ltd.
Mezzanine Floor, Meghdhanush Building, Near Transpek Circle,
Gotri Road, Vadodara-390007

(As of August 1, 2002)
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T PEOPLE’S REPUBLIC OF CH]NA

A BENING: |
Beijing Fortune Buﬂdmg, Room: No. 921C, 5 Dong San Huan Bei
- Lu, Chaoyang District, Beijing, The People’s Republlc of China '
Phone: {010) 6590-8558 o
A HONG KONG oI
Room:210F;, ZL/E AIA Plam, 8 Hysan Avenuc Causeway Bay,

‘Hong Kong "5
Phone (852): 2808-0393

18*Amoy Street, Level 2‘*S'ngapore 069900
Phonc (65) 5325-6575 .

© (As of August 1,2002)

: "Iudolnsumnc Company (Paczf ¢ Lumted
- P,O.Bok:326367:.
71y4
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Directors and Corporate Auditors of
Millea Holdings. Inc.
(As of August 1. 2002)

Chairman of the Board of Directors
Tonuo Higuchi

President, Director
Kunio Ishihara

Executive Vice Presidents, Directors
Tatsuhiko Hirose
Akihiko Moni

Managing Director
Yasuo Yaoita

Directors _
Koukei Higuchi
Takashi Aihara
Hirotada Seyama
Shoji Ueno

Yasuo Tago
Minoru Makihara
Masanutsu Sakurai
Haruo Shimada

Standing Corporate Auditors
Takehisa Kikuchi
Sadao Yamamoto

Corporate Auditors
Toshio Hashimoto
Iwao Hanaoka
Shigemitsu Miki
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Investor Information
{As of August 1. 2002)

Head Office:

Millea Holdings, inc.

West Tower. Otemachi First Square,

5-1, Otemachi 1-chome, Chiyoda-ku, Tokyo 100-0004,
Japan

Phone: 81-3-6212-3333

Facsinmle: 81-3-6212-3711

Independent Auditors:
KPMG

Stock Exchange Listings and Quotations:

The common stock is listed on the Tokyo Stock Exchange and the
Osaka Sceurities Exchange. American Depositary Receipts for
common stock are quoted on NASDAQ/NMS in the United
States.

Depositary for American Depositary Receipts:

Citibank. N.A.

Shareholder enquiries should be directed to:

Citigroup Sharcholder Services

P.O. Box 2502, Jersey City, New Jorsey 07303-2302, US.AL
Phone:  877-CITI-ADR (248-4237)

Facsimile: 201-324-3284

E-mail:  citibank{@em.fenbd.com

Transfer Agent for Common Stock:
The Mitsubishi Trust and Banking Corporation
11-1, Nagatacho 2-chome, Chiyoda-ku, Tokyo 100-0014. Japan

Annual Meeting of Sharcholders:
The annual meeting of shareholders of Millea Holdings is held in
June in Tokyo. Japan.

Number of Shares of Common Stock Issued:
1,857.048.75 shares

Investor Relations:

Millea Holdings, Inc.

Corporate Planning Department, Investor Relations Group
West Tower. Otemachi First Square,

3-1. Otemachi 1-chome, Chiyoda-ku, Tokyo 100-0004,
Japan

Phone: 81-3-6212-3408

Facsimile: 81-3-6212-3711

URL: http:// www.millea.co.jp
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the
Registrant has duly caused this report to be signed on its behalf by the
undersigned, thereunto duly authorized.

KABUSHIKI KAISHA MILLEA HOLDINGS
(Millea Holdings, Inc.)

September 4, 2002 By: /s/ TETSUYA UNNO

Tetsuya Unno
General Manager of Corporate Legal and
Risk Management Department



